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STATEMENT  SUBMITTED  TO  THE 

INDIAN  CURRENCY  COMMITTEE 


DADABHAI  NAOROJI. 


Washington  House,  72,  Anerley  Park,  S.E. 

July  30,  1898. 

My  Dear  Sir  William  Wedderburn,— 

In  accordance  with  the  reply  of  the  5th  inst.  from  the 
Currency  Committee  to  your  letter  saying  “ they  will,  however, 
be  glad  to  accord  their  best  consideration  to  any  written  com- 
munication which  you  may  desire  to  lay  before  them,”  I send 
you  this  statement,  which  you  would  be  good  enough  to  forward 

to  them. 

2.  I may  add  that  I am  willing  to  submit  to  any  cross- 
examination  that  may  be  considered  necessary  to  test  the 
QQj’j’gQt J10SS  of  my  views,  or  to  ask  me  other  Questions. 
You  know  that  I have  been  in  business  in  the  City  for 
twenty-five  years  as  a merchant,  and  also  as  a commission 
agent,  I have  dealt  with  almost  every  kind  of  export  and 
import  between  England  and  India.  I have  seen  some  com- 
mercial and  monetary  crises,  including  that  of  “ the  Black 
Friday,”  when  I think  Messrs.  Overend  Gurney  and  Co.  closed 
their  doors. 

3.  Fall  or  rise  in  exchange  does  not  in  itself  (other  circum- 
stances remaining  the  same)  matter  in  true  international  trade, 
which  adjusts  itself  automatically  to  the  requirements  of 
exchange.  To  establish  this  proposition  by  a detailed  explana- 
tion of  the  mode  of  operations  of  Indian  trad®,  I attach  as 
Appendix  A some  letters  which  I wrote  to  the  Times  and  the 

Daily  News  in  1886. 

4.  Closing  the  mints  or  introducing  a gold  standard  does  not 
and  cannot  save  a single  farthing  to  the  Indian  taxpayers  in  their 
remittance  for  “ Home  Charges  ’ to  this  country.  The  reason 
is  simple.  Suppose  we  take  roundly  ^20,000,000  sterling  to  be 
the  amount  of  the  “ Home  Charges.”  The  Indian  taxpayers 
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have  to  send  as  much  produce  to  this  country  as  is  necessary  to 
buy  ;^2o, 000,000,  not  an  ounce  less,  no  matter  whatever  may  be 
the  rupee  or  whatever  the  standard  (gold  or  silver)  in  India. 
England  must  receive  ;^20,ooo,ooo  in  gold,  or  produce  worth 
;£’2o,ooo,ooo.  The  only  way  in  which  relief  can  come  to  the 
Indian  taxpayers  in  these  remittances  is  the  rise  in  the  prices  of 
the  Indian  merchandise  in  this  country,  and  not  by  any  juggling 
with  the  currency  laws  of  India. 

j 5.  The  Government  of  India,  in  their  despatch  to  the  Secre- 

! tary  of  State  (Simla,  November  9,  1878),  themselves  admit  this 

in  so  many  words  — 

“ 66.  Now,  it  is  plain  that  so  long  as  the  amount  of  the  so- 
called  tribute  is  not  changed  the  quantity  of  merchandise  neces- 
sary to  pay  it  will  not  change  either,  excepting  by  reason  of  a 
change  of  its  value  in  the  foreign  country  to  which  it  goes.’ 
(C  4868,  1886,  p.  25). 

6.  Closing  of  the  mints,  and  thereby  raising  the  true  rupee, 
worth  at  present  about  iid.  in  gold,  to  a false  rupee  to  be  worth 
i6d.  in  gold,  is  a covert  exaction  of  about  45  per  cent,  more 

' taxation  all  round  from  the  Indian  taxpayers,  and  at  the  same 

time  of  increasing  the  salaries  of  offi  cials  and  other  payments  in 
India  by  Government  to  the  same  extent,  and  giving  generally 
the  advantage  to  creditors  over  debtors,  the  former  being 
generally  well-to-do,  and  the  latter  the  poorer  classes,  especially 
in  the  case  of  the  money-lenders  and  the  ryots. 

7.  The  real  and  full  effect  of  the  closing  of  the  mints  must  be 
examined  by  itself^  irrespective  of  the  effect  of  other  factors. 
First  of  all,  the  closing  of  the  mints  was  illegal,  dishonourable, 
and  a despotic  act.  It  is  a violation  of  all  taxation  Acts,  by 
which  there  was  always  a distinct  contract  between  the  Govern- 
ment and  the  taxpayers  based  upon  the  fundamental  principle  of 
sound  currency — i.e.y  of  a certain  definite  rupee.  And  what  is 
that  fundamental  principle  upon  which  the  currency,  both  of  this 
country  and  of  India,  is  based  ? The  former  is  upon  what  is 
called  the  gold  standard,  and  the  latter  the  silver  standard.  Take 
this  country  first. 

8.  Here  the  whole  currency  is  based  upon  a sovereign  a 
fi.xed  unit  of  a certain  quantity  of  gold,  whatever  its  relative 
exchangeable  value  may  be  with  all  other  commodities.  A 
sovereign  is  nothing  more  or  less  than,  or  anything  else  but, 
123.274  grains  of  gold  of  a certain  fineness,  with  a stamp  upon  it. 
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certifying  to  the  world  that  it  is  what  it  professes  to  be,  and  that 
no  restriction  whatsoever  was  to  be  placed  either  on  the  market 
of  gold  or  on  the  coining  of  gold.  Any  person  may  present 
123.274  grains  of  gold,  of  standard  fineness  with  the  mintage 
(which,  I think,  is  three  halfpence  on  an  ounce),**  and  ask  for  a 
sovereign  and  will  get  it.  It  is  not  buying  or  selling  gold  ; 
Government,  simply  having  fixed  a unit  of  currency  measure, 
stamps  the  unit  that  it  is  the  proper  unit.  I should  be  surprised 
if  Government  here  should  even  think  of  interfering  with  this 
unrestricted  sale  and  coinage  of  gold,  as  the  foundation  of  the 
sound  currency  of  this  country.  The  sovereign  is  the  standard 
by  which  every  other  commodity,  including  silver,  is  measured  in 
its  exchangeable  value,  just  as  a foot  is  a standard  measure  of 
length,  a gallon  of  liquid.  The  taxpayer’s  contract  with  the 
Government  is  that  he  is  to  pay  in  such  unrestricted  sovereigns, 
and  every  taxation  law  lays  down  the  payment  in  such 
sovereigns. 

g.  Similarly  about  India— substitute  180  grains  of  standard 
silver,  with  2 per  cent,  for  mintage  for  a rupee,  in  place  of 
123.274  grains  of  gold,  with  three  halfpence  for  every  ounce  of 
gold  coined,  for  a sovereign,  and  all  the  above  remarks  apply 
word  for  word  to  the  case  of  India,  except  that  I should  not  be 
surprised  at  the  Indian  authorities  playing  any  pranks,  regardless 
of  consequences  to  the  Indian  people,  as  long  as  they  are  con- 
sidered favourable  to  the  “ interests,”  and  are  to  be  made  at  the 
cost  of  the  Indians. 

10.  This  is  the  true  rupee— 180  grains  of  standard  silver  at 
its  market  value,  with  nearly  4 grains  more  for  mintage,  is  con- 
vertible into  a rupee  without  any  restriction  either  on  the  silver 
market  or  on  the  free  coining  of  silver.  It  is  in  this  true  rupee 
that  the  taxpaper  is  legally  bound  to  pay  his  taxes.  Any  inter- 
ference with  the  fundamental  principle  and  law  of  the  rupee  is 
illegal,  immoral,  or  dishonourable. 

11.  Now  comes  the  false  rupee.  The  true  rupee,  in  its  rela- 
tion to  gold  at  the  present  market  value  of  silver  of  184  grains, 
is  worth,  say,  about  iid.  of  gold.  Government  intervenes,  abuses 
its  power  or  duty  to  coin  silver  unrestrictedly,  makes  the  rupee 
scarce  and  false,  and  forces  it  up  to  the  value  of  i6d.  of  gold,  or 
about  269  grains  of  silver  (including  mintage),  which  the  rupee 
does  not  contain.  And  the  taxpayer  is  compelled,  by  what  Mr. 

* I understand  that  there  is  no  charge  now.  (Coinage  -\ct  of  1870,  Sec.  8.) 
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Gladstone  called  “ the  argument  and  law  of  force,”  to  pay  his  tax 
in  this  false  rupee,  under  the  false  pretence  of  using  the  word 
“ rupee  ” when  this  “ rupee  ” is  not  one  rupee,  but  nearly  one 
and  a-half  rupee. 


12.  Let  us  now  take  the  factor  of  closing  the  mints  by  ttself. 
Suppose  I go  into  the  market  with  my  produce  to  buy  184  grains 
of  standard  silver  for  which  I am  asked  one  maund  of  rice.  I 
go  to  the  mint  and  ask  to  coin  this  into  a rupee  which  I have  to 
pay  to  the  Sircar  for  my  tax.  If  I get  the  rupee,  then  it  is  all 
right.  But  no,  the  mint  refuses  to  coin.  It  virtually  tells  me, 
“ Bring  269  grains  of  silver  {i.e.,  worth  i6d.  of  gold)  and  you  will 
get  a rupee.”  I go  into  the  market  to  get  the  rupee.  The  man 
who  has  the  rupee  tells  me,  “ If  you  give  me  269  grains  of  silver, 
or  as  much  produce  as  would  buy  269  grains  of  silver,  I would 
give  you  the  rupee.”  What  alternative  remains  for  me  but  to 
give  as  much  of  my  rice,  about  maunds,  to  get  this  false 
“ rupee,”  instead  of  only  one  maund  to  get  the  true  rupee  which 
I can  get  in  the  same  market  and  at  the  same  time  t This  is 
altogether  independent  of  whatever  the  actual  price  of  commodi- 
ties may  be. 


13.  If  the  actual  price  of  rice  does  not  show  this  fall,  owing 
to  the  disguise  of  the  false  “ rupee,”  it  is  not  that  the  closing 
of  the  mints  has  not  produced  this  decline,  but  that  other 
fortunate  factors  have  influenced  the  price,  whose  benefit  is 
robbed  away  from  me  by  the  Government  by  the  covert  device 
of  the  closing  of  the  mints.  Otherwise  I would  have  received 
so  much  higher  price  for  my  produce  than  the  actual  price.  The 
loss,  therefore,  to  me  is  all  the  same,  as  I was  forced  to  pay  in 
my  produce  for  269  grains  of  silver  to  get  the  false  “rupee” 
instead  of  at  the  same  moment  paying  for  184  grains  of  silver  to 
get  the  true  rupee.  These  two  different  prices  in  merchandise  for 
the  false  and  the  true  rupee  are  demanded,  as  I have  said  above, 
at  the  same  time.,  and  in  the  same  market,  i.e.,  the  price  of  the 
false  rupee,  45  per  cent,  higher  than  that  of  the  true  rupee, 
entirely  irrespective  of  any  general  market  rise  or  fall  of  price  at 
any  same  time.  If  the  actual  price  of  rice  be  maunds  for 
the  false  rupee,  the  price  at  the  same  time  will  be  one  maund  for 
the  true  rupee,  or  for  184  grains  of  siver. 


14.  To  test  this  in  another  way.  Let  us  take  some  commodity 
in  the  country  itself  upon  which  the  factor  of  the  closing  of  the 
mints  produces  its  full  effect  in  the  actual  market,  and  which  is  not 
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materially  affected  by  other  commercial  factors,  which  operate 
generally  upon  the  general  merchandise.  Such  a commodity  in 
India  is  gold.  It  is  affected,  not  in  merely  foreign  exchange  or 
international  relations,  but  in  India  itself  as  a commodity,  like 
every  other  commodity.  Say  I have  a sovereign,  and  I want  to 
sell  it  for  rupees  in  India  itself — not  for  exchange  to  foreign  parts. 
If  the  “ rupee  ” were  the  honest,  true  rupee  of  the  market  value 
of  184  grains  of  silver,  I should  get  22  such  rupees  for  my 
sovereign,  but  at  the  false  value  of  the  “ rupee,”  i.e  , the  market 
value  of  269  grains  of  silver,  I actually  get  only  15  “ rupees.” 
This  is  the  actual  price  of  gold  in  India,  a decline  in  the  proper 
tton  of  the  false  inflation  of  the  false  “ rupee.”  This  is  the  case 
with  every  commodity,  as  can  be  tested  by  offering  produce  for 
the  true  rupee  of  184  grains  of  silver,  and  for  the  false  rupee  or 
269  grains  of  silver  at  the  same  time  and  in  the  same  market. 

15.  In  addition  to  the  higher  taxation  thus  inflicted  on  the 
Indian  taxpayers,  by  an  irony  of  fate,  the  very  “interests” 
(bankers,  merchants,  planters,  foreign  capitalists  of  all  kinds,  &c.) 
for  whose  behalf,  besides  that  of  Government  itself,  all  this 
dislocation  of  currency  was  made,  are  now  loudest  in  their  cry 
for  all  the  mischief  caused  also  to  them,  and  yet  the  authorities  in 
both  countries  remain  blind  and  infatuated  enough  not  to  learn 
even  by  experience,  and  persist  in  a mischievous  course. 

16.  In  the  Treasury  letter  of  24th  November,  1879  (c.  4868, 
1886,  p.  31)  to  the  India  Office,  my  Lords  say  : — 

“I.  The  proposal  appears  to  be  open  to  those  objections  to  a 
token  currency  Avhich  have  long  been  recognised  by  all  civilised 
nations,  viz.:  That  instead  of  being  automatic,  it  must  be 
‘ managed  ’ by  the  Government,  and  that  any  such  management 
not  only  fails  to  keep  a token  currency  at  par,  but  exposes  the 
Government  which  undertakes  it  to  very  serious  difficulties  and 
temptations. 

17.  “ 2.  It  appears  to  my  Lords,  that  the  Government  of 
India,  in  making  the  present  proposal,  lay  themselves  open  to 
the  same  criticisms  as  are  made  upon  Governments  which  have 
depreciated  their  currencies.  In  general,  the  object  of  such 
Governments  has  been  to  diminish  the  amount  they  have  to  pay 
to  their  creditors.  In  the  present  case,  the  object  of  the  Indian 
Government  appears  to  be  to  increase  the  amount  they  have  to 
receive  from  their  taxpayers.  My  Lords  fail  to  see  any  real 
■difference  in  the  character  of  the  two  transactions. 
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18.  “ . . . . If,  on  the  other  hand,  it  is  the  case  that 

the  value  of  the  rupee  has  fallen  in  India,  and  that  it  will  be 
raised  in  India  by  the  operation  of  the  proposed  plan,  that  plan 
is  open  to  the  objection  that  it  alters  every  contract  and  every 
fixed  payment  in  India. 

19.  “ This  proposal  is,  in  fact,  contrary  to  the  essential  and 
well-established  principle  of  the  currency  law  of  this  country, 
which  regards  the  current  standard  coin  as  a piece  of  a given 
metal  of  a certain  weight  and  fineness,  and  which  condemns  as 
futile  and  mischievous  every  attempt  to  go  behind  this  simple 
definition. 

20.  “ It  is  perfectly  true  as  stated  in  the  despatch  (paragraph 
41),  that  the  “ very  essence  of  all  laws  relating  to  the  currency  has 
been  to  give  fixity  to  the  standard  of  value  as  far  as  it  is  possible,” 
but  it  is  no  less  true  that,  according  to  the  principles  which 
govern  our  currency  system,  the  best  and  surest  way,  and,, 
indeed,  the  only  tried  and  known  way,  of  giving  this  fixity  is  to 
adhere  to  the  above  definition  of  current  standard  coin.  A 
pound  is  a given  quantity  of  gold,  a rupee  is  a given  quantity  of 
silver ; and  any  attempt  to  give  those  terms  a different  meaning 
is  condemned  by  experience  and  authority. 

21.  “3.  If  the  present  state  of  exchange  be  due  to  the 
depreciation  of  silver,  the  Government  scheme,  if  it  succeeds, 
may  relieve : 

(i.)  The  Indian  Government  from  the  inconvenience  of  a 
nominal  re-adjustment  of  taxation  in  order  to  meet  the  loss  by 
exchange  on  the  home  remittances  • 

(2.)  Civil  servants  and  other  Englishmen  who  are  serving  or 
working  in  India,  and  who  desire  to  remit  money  to  England  : 

(3.)  Englishmen  who  have  money  placed  or  invested  in  India 
which  they  wish  -to  remit  to  England.  But  this  relief  will  be 
^iven  at  the  expense  of  the  Indian  taxpayer , and  with  the  effect  ot 
increasing  every  debt  or  fixed  payment  in  India,  including  debts 
due  by  ryots  to  money-lenders  ; while  its  effect  will  be  materially 
qualified,  so  far  as  the  Government  are  concerned,  by  the  enhance- 
ment of  the  public  obligations  in  India,  which  have  been  contracted 
on  a silver  basis 


22.  “ If,  then,  a case  has  been  made  out,  which  my  Lords  do 
not  admit,  for  an  alteration  of  the  currency  law  of  India,  the 
particular  alteration  which  the  Government  of  India  proposev 
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■could  not,  in  the  opinion  of  the  Treasury,  be  entertained  until 
the  doubts  and  objections  which  have  suggested  themselves  to 
my  Lords  are  answered  and  removed.  These  objections  are 
founded  on  principles  which  have  been  long  and  ably  discussed, 
and  which  are  now  generally  admitted  by  Statesmen  and  by 
writers  of  accepted  authority  to  lie  at  the  root  of  the  currency 
system. 

’ 23.  “ It  is  no  light  matter  to  accept  innovations  which  must 

sap  and  undermine  that  system,  and  my  Lords  have  therefore 
felt  it  their  duty  plainly — though  they  hope  not  inconsistently 
with  the  respect  due  to  the  Government  of  India — to  express 
their  conviction  that  the  plan  which  had  been  referred  to  them 
for  their  observations  is  one  which  ought  not  to  be  sanctioned  by 
Her  Majesty’s  Government  or  by  the  Secretary  of  State.”  (Italics 
are  mine.) 

24.  Can  condemnation  be  more  complete  and  convincing  ? 

25.  The  introduction  of  a gold  standard,  while  it  will  not  save 
a single  farthing  or  a single  ounce  of  produce  to  the  Indian  tax- 
payer in  his  payment  of  “ Home  Charges,”  as  already  explained, 
will  simply  add  more  to  his  already  existing  grievous  burdens  to 
the  extent  of  the  heavy  cost  of  the  alteration,  and  injure  him. 
Heaven  knows,  in  what  other  ways,  as  the  events  of  the  past 
five  years  have  shown. 

26.  The  whole  basis  of  the  action  of  the  Government  is,  and 
was,  the  assumption  that,  as  fall  in  exchange  will  necessitate 
increased  burden  of  taxation,  the  closing  of  the  mints  and  intro- 
duction of  a gold  standard  will  save  the  Indian  taxpayer  from 
any  such  additional  burden  of  taxation  which  would  otherwise 
arise  enormously  in  the  remittance  of  “ Home  Charges,  and 
that  it  is  imperatively  necessary  to  establish  a stable  ratio  between 
gold  and  silver.  That  the  anxiety  of  the  Government  about 

^ increased  burdens  of  taxation  and  its  political  dangers,  and  that 
to  save  the  people  from  the  former  and  the  Government  from  the 
latter,  were  the  professed  motives  of  all  the  pre.sent  currency 
laws,  would  be  clear  from  Government’s  own  despatches. 

27.  In  order  not  to  encumber  the  statement  here  with  the 
•extracts  from  those  despatches,  I give  them  as  Appendix  B. 

i 28.  Both  these  objects,  viz.,  saving  people  from  additional 

' taxation,  and  thereby  Government  from  political  danger,  by  the 
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present  proposals,  and  past  currency  legislation,  are  pure 
delusions.  The  Government  might  as  well  have  tried  to  stop 
the  action  of  gravitation,  as  to  try  against  a natural  law,  that 
while  gold  and  silver  should  fluctuate  in  value  in  relation  to  and 
like  all  other  commodities,  yet  between  themselves  they  could  be 
made  to  keep  up  a fixed  ratio,  or  to  try  to  make  a rupee  which  may 
be  only  worth  iid.  or  even  6d.  of  gold,  become  worth  i6d.  of 
gold,  unless  Government  have  found  the  philosopher’s  stone  or 
have  attained  the  divine  power  of  creating  something  out  of 
nothing. 

29  It  is  not  that  the  Government  of  India  did  not  know  this, 
or  were  not  told  this  from  the  highest  authority  and  others,  and 
in  distinct  and  emphatic  terms.  Of  this  I have  already  given 
(see  supra  16  to  23  paras.)  extracts  from  the  despatch  of  the 
Treasury  of  November  24,  1879. 

30.  Notwithstanding  the  clear  and  emphatic  views  of  the 
Treasury  expressing  “ their  conviction  that  the  plan  which  had 
been  referred  to  them  for  their  observations  is  one  which  ought 
not  to  be  sanctioned  by  Her  Majesty's  Government,  or  by  the 
Secretary  of  State,"  the  Government  of  India  and  the  India  Office 
again  opened  the  subject  in  another  form. 

31.  Lord  Randolph  Churchill  wrote  to  the  Treasury  on 
January  26,  1886,  and  forwarded  on  March  17,  1886,  a letter 
from  the  Government  of  India  dated  February  2,  1886  (c.  4868, 
1886,  pp.  3-5).  To  avoid  repetition,  I would  not  take  extracts 
from  these  letters,  as  the  reply  of  the  Treasury  embodies  their 
views. 

32.  This  reply  of  the  Treasury  is  dated  May  31,  1886  (signed 
Henry  H.  Fowler) ; — “ 6.  As  a result  of  this  review  of  the 
inconveniences  caused  by  the  depression  in  the  value  of  silver, 
the  Government  of  India  express  their  opinion  ....  Yet  there 
remains  one  thing  which  is  not  beyond  the  possibility  of  human 
control,  and  that  is  ‘ the  establishment  of  a fixed  ratio  between 
gold  and  silver.’  The  proposition  thus  stated  as  an  undoubted 
axiom  is,  however,  one  of  the  most  disputable  and  disputed 
points  in  economic  science.  My  Lords  may,  in  passing,  compare 
with  this  statement  the  declaration  recorded  by  Mr.  Goschen, 
Mr.  Gibbs,  and  Sir  Thomas  Seccombe  as  the  representatives  of 
Her  Majesty’s  Government  at  the  International  Monetary  Con- 
ference of  1878,  that  ‘ the  establishment  of  a fixed  ratio  between 
gold  and  silver  was  utterly  impracticable.’  ” 
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33.  “ The  Indian  Government  further  express  their  belief 
(paragraph  7)  that  it  is  possible  to  ‘ secure  a stable  ratio  between 
gold  and  silver,’  and  that  ‘ a serious  responsibility  will  rest  both 
on  the  Government  of  India  and  on  Her  Majesty’s  Government 
if  they  neglect  any  legitimate  means  to  bring  about  this  result.’ 
It  would,  however,  have  been  more  satisfactory  if  the  Indian 
Government  had  undert^>ken  to  explain  the  grounds  of  their  con- 

’ fidence  that  a stable  ratio  between  gold  and  silver  can  be 
established,  and  the  methods  by  which  this  is  to  be  accom- 
plished.” .... 

34.  “8.  In  December,  1878,  Lord  Cranbrook,  then  Secre- 
tary of  State  for  India,  forwarded  to  the  then  Chancellor  of  the 
Exchequer  (Sir  Stafford  Northcote),  without  any  expression  of 
opinion,  two  despatches  from  the  Government  of  India,  con- 
taining certain  proposed  remedies  for  the  evils  arising  out  of  the 
depression  in  the  value  of  silver  which  were  then  in  full  force. 
In  the  only  one  of  those  despatches  to  which  reference  need  here 
be  made,  after  unfavourable  reference  to  previous  suggestions 
(i)  that  a gold  standard  and  gold  currency  should  be  introduced 

r into  India ; and  (2)  that  the  weight  of  silver  in  the  rupee  should 
be  increased,  it  was  proposed  to  limit  the  free  coinage  of  silver  at 
the  Indian  mints.  The  intention  of  this  change  was  to  intro- 
duce into  India  a gold  standard,  while  retaining  its  native  silver 
currency,  the  ratio  between  the  currency  unit  (the  rupee)  and 
the  standard  (the  sovereign)  being  fixed  arbitrarily  by  the 
Government.  The  means  for  attaining  this  end  are  worked  out 
in  the  despatch  with  great  elaboration  of  detail.”  (Italics  are 
mine.) 

35.  “ 9.  This  despatch  and  its  proposals  were  submitted  by 
Lord  Cranbrook,  on  behalf  of  the  Indian  Government,  and  Sir 
Stafford  Northcote,  as  Chancellor  of  the  Exchequer,  to  a 

^ Committee  consisting  of  Sir  Louis  Mallet,  Mr.  Edward 
Stanhope,  M.P.,  Sir  Thomas  Seccombe,  Mr.  (now  Sir  Thomas) 
Farrer,  Mr.  (now  Sir  Reginald)  Welby,  Mr.  Giffen,  and  Mr. 
Arthur  Balfour,  M.P.  These  gentlemen  reported,  on  the  30th 
April,  1879 — ‘That  having  examined  the  proposals  contained 
in  the  despatch,  they  were  unanimously  of  opinion  that  they 
could  not  recommend  them  for  the  sanction  of  Her  Majesty’s 
Government.’ 

36.  “ 10.  Subsequently,  on  the  24th  November,  1879, 
the  Treasury  replied  in  detail  to  the  proposals  of  the  Indian 
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Government.  In  the  first  part  of  that  letter,  which  summarises, 
the  case  as  stated  in  the  despatch,  I am  to  call  the  particular 
attention  of  the  Secretary  of  State  to  the  following  passages, 
which  seem  to  apply  with  equal  force  to  the  present  situation  : — 

37.  “ ‘ My  Lords  need  not  point  out  that  a change  of  the 
Currency  Laws  is  one  of  the  most  difficult  tasks  which  a 
Government  can  undertake,  and  that  it  is  most  unadvisable  to 
legislate  hastily  and  under  the  influence  of  the  pressure  of  the 
moment,  or  of  an  apprehension  of  uncertain  consequences,  upon 
a subject  so  complicated  in  itself  and  so  important  to  every 
individual  of  the  community,  in  its  bearing  upon  the  transactions 
and  obligations  of  daily  life. 

38.  “ ‘ It  is  not  proved  that  increase  or  re-adjustment  of 
taxation  must  necessarily  be  the  consequence  of  matters 
remaining  as  they  are,  for  nothing  is  said  about  reduction  of 
expenditure,  and  equilibrium  between  income  and  expenditure 
may  be  regained  by  economy  of  expenditure  as  well  as  by  increase 
of  taxation.  Further,  the  cost  of  increase  of  salaries  may  be  met, 
or  at  least  reduced  by  a careful  revision  of  establishments.  . . . 

39.  “ ‘ A perusal  of  the  despatch  leads  to  the  conclusion  that 
the  Government  of  India  are  especially  anxious  to  put  an  end  to 
the  competition  of  silver  against  their  own  bills  as  a means  of 
remittance  to  India.  But  my  Lords  must  ask  whether  this 
would  be  more  than  a transfer  of  their  own  burden  to  other 
shoulders  ; if  so,  who  would  eventually  bear  the  loss,  and  what 
would  be  the  effect  on  the  credit  of  the  Government  and  on  the 
commerce  of  India.’  ” 

40.  The  letter  then  further  quotes  the  paragraphs,  which  I 
have  already  given  before,  pointing  out  that  the  relief  wished  for 
by  the  Government  “ will  be  given  at  the  expense  of  the  Indian 
taxpayer.” — {Supra,  para.  21.) 

41.  “ The  Treasury  find  no  reason  stated  in  the  despatch  of 

the  Government  of  India  in  the  present  year,  which  induces  them 
to  dissent  from  the  conclusions  thus  sent  forth  on  the  authority 
of  Sir  Stafford  Northcote  as  to  the  results  of  any  attempt 
artificially  to  enhance  the  gold  price  of  silver 

42.  “‘13.  • . . It  has  been  the  policy  of  this  country  tO' 

emancipate  commercial  transactions  as  far  as  possible  from  legal 
control,  and  to  impose  no  unnecessary  restrictions  upon  the 
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interchange  of  commodities.  To  fix  the  relative  value  of  gold 
and  silver  by  law  would  be  to  enter  upon  a course  directly  at 
variance  with  this  principle,  and  would  be  regarded  as  an 
-arbitrary  interference  with  a natural  law,  not  justified  by  any 
present  necessity. 

43.  “ . . . . The  observation  of  the  Treasury  in  1879, 

1 ‘‘  that  nothing  is  said  about  reduction  of  expenditure,’  seems  to 

apply  still  more  strongly  to  the  existing  situation,  and  it  may  be 
safely  concluded  that  the  control  of  its  expenditure  is  far  more 
within  the  reach  of  a Government  than  is  the  regulation  of  the 
market  value  of  the  precious  metals  ” (c.  4868,  1886,  p.  12). 

44.  Before  proceeding  further,  I may  in  passing  point  out 
that  in  1876  the  Government  of  India  itself  was  against  their 
present  proposals,  and  as  my  Lords  of  the  Treasury  say,  they 
have  urged  no  sound  reasons  to  alter  those  views.  I have  not 
got  the  Government  of  India’s  despatch  of  1876,  but  I quote  from 
that  of  November  9,  1878  (c.  4868),  1886,  p.  18. 

45.  “3.  The  despatch  above  referred  to  (October  13,  1876) 

r discussed  in  some  detail  ....  The  general  result,  how- 
ever, was  to  point  out  that  the  adoption  of  a gold  standard  with 
a gold  currency  that  should  replace  the  existing  silver  would  be 
so  costly  as  to  be  impracticable,  and  would  otherwise  be  open  to 
objection ; . . . . 

46.  “ 4 The  despatch  notices  also,  l/ui  only  to  reject  it,  the 
proposal  that  the  Indian  standard  of  value,  and  with  it  the 
■exchange  value  of  the  rupee,  might  be  raised  by  limiting  the 
coining  of  silver  in  the  future,  and  by  adopting  a gold  standard 
without  a gold  currency.”  (The  italics  are  mine.) 

47.  The  Government  of  India,  in  their  reply  of  February  9, 
1877,  to  a resolution  of  the  Bengal  Chamber  of  Commerce 
passed  by  them  on  July  15,  1876,  said: — 

“ 8.  The  value  of  no  substance  can  serve  as  a standard 
measure  of  value  unless  its  use  as  the  material  of  legal  tender 
currency  is  freely  admitted.  If,  therefore,  the  free  coinage  of 
silver  on  fixed  conditions  were  disallowed  in  India,  silver  would 
no  longer  be  the  standard  of  value  of  India,  but  another 
standard  would  be  substituted,  namely,  the  monopoly  value  of 
the  existing  stock  of  rupees  tempered  by  any  additions  made  to 
it  by  the  Government  or  illicitly.  If  no  such  conditions  were 
made,  the  value  of  the  rupee  will  gradually  but  surely  rise.” 
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48.  “g.  The  stamp  of  a properly  regulated  mint,  such  as 
the  Indian  Mints,  adds  nothing  except  the  cost  of  manufacture 
and  seignorage  to  the  value  of  the  metal  on  which  it  is  impressed, 
but  only  certifies  to  its  weight  and  purity.” 

49.  “ 10.  A sound  system  of  currency  must  be  automatic  or 
self-regulating.  No  civilised  Government  can  undertake  to 
determine  from  time  to  time  by  how  much  the  legal-tender 
currency  should  be  increased  or  decreased,  nor  would  it  be 
justified  in  leaving  the  community  without  a fixed  metallic 
standard  of  value  even  for  a short  time.  It  is  a mistake  to 
suppose  that  any  European  nation  has  rejected  silver  as  a 
standard  of  value  without  substituting  gold.”  (c.  7060*' 1893, 
P*  337*  Petition  of  the  Indian  Association  to  the  House  of 
Commons.) 

50.  And  yet  the  Government  forgot  its  “ civilisation  ” and 
its  “ sound  system,”  and  inflicted  upon  poor  India  the  penalty  of 
its  folly  by  the  troubles  of  the  past  five  years,  and  what  is  worse 
still,  they  want  to  persist  in  the  same  mischief. 

51.  Reverting  to  the  above  replies  of  the  Treasury.  After 
such  complete  condemnation  by  the  Treasury  of  the  proposals 
of  the  Government  of  India,  the  Indian  authorities  fought  shy  of 
the  Treasury,  and,  after  inditing  a meaningless  despatch  to  keep 
up  appearances,  left  the  Treasury  severely  alone,  as  far  as  I 
know,  and  adopted  their  own  usual  means  to  have  their  own 
way  to  rush  into  their  own  foregone,  crude  and  thoughtless 
legislation.  The  only  wonder  is  that  the  Committee  of  1893, 
while  knowing  all  this,  and  seeing  all  the  pitfalls  and  serious 
consequences  of  the  proposals,  allowed  the  Indian  Government 
to  have  their  own  way,  in  the  face  of  the  emphatic  rejection  by 
the  Treasury  of  these  proposals. 

52.  To  me,  the  proceedings  of  the  Indian  authorities  is 
nothing  surprising.  Whenever  they  make  up  their  mind  to  do  a 
thing  they  would  do  it — be  the  opposition  what  it  may — be  it 
of  Parliament  itself.  Resolutions  or  statutes  of  Parliament,  or 
condemnation  by  the  Treasury,  are  to  them  nothing.  The  usual 
process  in  such  cases  is  to  appoint  a Commission  or  a Committee, 
put  in  Members  and  have  witnesses  of  their  own  choice,  leaving, 
if  possible,  just  a small  margin  for  appearance  of  independence. 
Generally,  they  get  their  own  foregone  conclusions.  If  by  some 
happy  chance  the  Commission  decided  anything  against  their 
view,  so  much  the  worse  for  the  Commission.  The  Report  is 
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pigeon-holed,  never  to  see  the  light  of  day,  or  to  ignore  such  part 
as  is  not  agreeable.  If  thwarted  (as  in  this  instance  by  the 
Treasury),  the  Government  keep  quiet  for  a time,  wait  for  more 
favourable  opportunities,  and  are  at  it  again,  taking  better  care 
against  another  mishap. 

53.  Thus  they  took  their  own  usual  course,  which  has,  as 

’ was  clearly  predicted  at  the  time,  launched  us  on  the  present  sea 

of  troubles. 

54.  What  is  stranger  [still,  is  that  after  the  Treasury  so 
distinctly  condemned  these  proposals,  they  did  not  care  to  see 
that  any  contemplated  rash  and  crude  legislation  was  not  inflicted 
on  the  Indian  taxpayers.  The  fact  seems  to  be  that  India  is  the 
vile  body  upon  which  any  quacks  may  perform  any  vivisection, 
and  try  any  cruel,  crude,  or  rash  experiments.  What  matters 
what  is  done  to  it  ? The  Treasury,  i.e.,  the  English  taxpayer, 
has  not  to  suffer  in  any  way.  India  is  our  helot,  she  can  be 
forced  to  pay  everything.  But  they  forget  Lord  Salisbury’s 
eternal  words — “ Injustice  will  bring  down  the  mightiest  to 

*-  ruin.” 

55.  The  next  natural  question  is — Why  is  it  that  fall  in 
exchange  should  cause  grievous  troubles  to  India  and  not  to  any 
other  self-governing,  silver  using  country  ? What  is  the  real 
disease  which  creates  all  the  never-ceasing  pains  of  India  ? The 
reply  is  given  by  Lord  Salisbury  in  four  words,  “ India  must  be 
bled  ” under  a system  of  “ political  hypociisy.”  As  long  as  this 
is  the  fate  of  India  under  an  un-British  system  of  government, 
no  jugglery,  no  loud  professions  of  benevolence,  no  device  of 
raising  a rupee  to  what  it  is  not  worth,  will  cure  India  s sad  fate 
and  “ terrible  misery  ’ (Lord  Salisbury’s  words). 

56  I shall  let  the  authorities  themselves  speak  about  the 
^ real  cause  of  India’s  troubles.  Lord  Salisbury’s  view  I have 

given  above.  The  following  extracts  explain  this  view  more 
explicitly  and  how  it  is  effected.  First,  Lord  Salisbury  has 
explained  that  “ the  injury  is  exaggerated  in  the  case  of  India, 
where  so  much  of  the  revenue  is  exported  without  a direct 
equivalent.” 

57.  And  the  literature  of  this  very  controversy  itself  supplied 
a clear  explanation.  Lord  Randolph  Churchill,  as  Secretary  of 
State  for  India,  explains  how  the  “ bleeding  ’’  and  the  drain  of 
revenue  is  effected,  and  indicates  also  the  final  retribution — just 
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as  Lord  Salisbury  does,  as  already  quoted  by  me.  Lord  Ran- 
dolph Churchill,  in  his  despatch  to  the  Treasury  of  January  26, 
1886  (c.  4,868)  1886,  p.  4,  says : — first  — 

58.  ‘ It  need  hardly  be  said  that  it  is  in  consequence  of 

the  large  obligatory  payments  which  the  Government  of  India  has 
to  make  in  England  in  gold  currency  that  the  fall  in  the  exchange 
value  of  the  rupee  affects  the  public  finances.”  (Italics  are 
mine.) 

59  And  next  he  hits  the  nail  on  the  head,  and  gives  con- 
cisely and  unmistakeably  the  real  evil  from  which  all  India’s 
woes  flow. 

60.  He  says  “ The  pisition  of  India  in  relation  to  taxation 
and  the  sources  of  the  public  revenues  is  very  peculiar,  not 
merely  from  the  habits  of  the  people,  and  their  strong  aversion 
to  change,  which  is  more  specially  exhibited  to  new  forms  of 
taxation,  but  likewise  from  the  character  of  the  Government  which 
is  in  the  hands  of  foreigners  who  hold  all  the  principal  administra- 
tive offices  and  form  so  large  a part  of  the  army.  The  impatience 
of  new  taxation,  which  would  have  to  be  borne  wholly  as  a conse- 
quence of  the  foreign  rule  imposed  on  the  country,  and  virtually  to 
meet  additions  to  charges  arising  outside  of  the  country,  would  con- 
stitute a political  danger,  the  real  magnitude  of  which,  it  is  to  be 
feared,  is  not  at  all  appreciated  by  persons  who  have  no  know- 
ledge of,  or  concern  in,  the  government  of  India,  but  which  those 
responsible  for  that  Government  have  long  regarded  as  of  the 
most  serious  order.”  (The  italics  are  mine.) 

61.  Here,  then,  is  the  real  disease — the  character  of  the 
Government,  which  is  in  the  hands  of  foreigners,  who  hold  all  the 
principal  administrative  ofiices,  and  form  so  large  a part  of  the 
army” — “ the  taxation  which  would  have  to  be  borne  wholly  as 
a consequence  of  the  foreign  rule  imposed  on  the  country,  and  vir- 
tually to  meet  additions  to  charges  arising  outside  of  the 
country.” 

62.  And  it  is  remarkable  that  this  was  prophesied  more  than 
a hundred  years  ago  by  the  highest  Indian  authority  of  the  day. 

Sir  John  Shore,  in  his  famous  minute  in  1787  (Parliamentary 
Return  377  of  1812,  para.  132),  says: 

63.  “Whatever  allowance  we  may  make  for  the  increased 
industry  of  the  subjects  of  the  State,  owing  to  the  enhanced 
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demand  for  the  produce  of  it  (supposing  the  demand  to  be 
enhanced),  there  is  reason  to  conclude  that  the  benefits  are  more 
than  counterbalanced  by  evils  inseparable  from  the  system  of  a 
remote  foreign  dominion."  (Italics  are  mine.) 

64.  These  evils  of  the  system  of  a remote  foreign  dominion  must 
be  faced  by  the  British  rulers  before  it  is  “ too  late.”  No 

T jugglery  of  currency,  or  loud  professions  of  benevolence,  or  the 

hundred  and  one  subterfuges  to  which  Indian  authorities  resort, 
will  ever  cure  these  evils — or  put  British  rule  on  a solid  and 
safe  foundation  and  relieve  the  Indian  people  of  all  these  national, 
political  and  moral  degradations  and  debasement,  and  economic 
and  material  destruction.  Give  India  true  British  rule  in  place 
of  the  present  un-British  rule,  and  both  England  and  India  will 
be  blessed  and  prosperous. 

65.  Now,  with  regard  to  the  immediate  position — What  is  to 
be  done  now  ? Retrace  the  false  step  of  1893,  taken  in  spite  of 
the  clear  warnings  of  the  Treasury  and  others,  and  against  the 
“ law  of  Nature.”  The  opening  of  the  mints  to  the  unrestricted 

r coining  of  silver  will  correct  all  the  mischievous  results  that 

have  flowed  from  the  closing  of  the  mints.  And  further,  the 
true  remedy,  as  pointed  out  by  the  Treasury,  is  a reduction  of 
expenditure  and  readjustment  of  establishments. 

66.  It  never  occurs  to  the  Indian  authorities  in  both  countries 
that  the  high  salaries  of  officials  may  be  reduced,  say  a third, 
and  as  repeatedly  urged  by  many  a right-thinking  man — nati\  e 
agency  should  be  substituted,  except  for  the  highest  control — 
for  the  foreign  agency — and  that  Britain  should  contribute  its 
fair  share  of  the  expenditure,  to  the  extent  to  which  such 
expenditure  is  incurred  for  its  own  purposes  and  benefits,  such  as 
the  European  services  and  Imperial  wars,  &c.  Of  course,  any- 

^ body  can  understand  that  it  is  hard  for  officials  to  cut  their  own 

salaries,  and  let  the  Indians  to  come  by  their  own  or  ask  the 
British  people  to  contribute  a fair  share.  But  this  is  the  only 
remedy  both  for  the  preservation  of  English  rule  and  for  the 
prosperity  of  both  England  and  India. 

67.  The  opening  of  the  mints  will  have  immediate  important 
effects,  (i.)  The  stringency  of  the  money  market  and  the  con- 
sequent dislocation  of  trade  will  be  remedied.  (2.)  The  poor 
taxpayer  will  have  to  submit  to  such  additional  taxation  only 
(after  careful  and  earnest  reduction  of  expenditure  and  avoiding 


i8 


of  suicidal  and  unnecessary  wars)  as  will  be  absolutely  necessary 
to  meet  the  deficit  caused  by  the  natural  fall  of  exchange, 
instead  of  a concealed  enormous  enhancement  of  the  whole 
taxation  of  the  country,  under  the  disguise  and  by  the  creation 
of  a false  “ rupee  ” by  closing  the  mints,  to  the  extent  of  the 
difference  between  the  value  of  the  true  and  false  rupee  (may  be 
between  6d.  and  i6d.,  or  nearly  three  times  as  much). 

The  Indian  authorities  must  take  the  advice  which  the 
Treasury  has  given  and  restore  the  currency  law  to  its  original 
purity  and  soundness. 

68.  The  second  proposal  for  a gold  standard  (with  partial  or 
full  quantity  of  gold)  must  be  abandoned.  The  Government  of 
India  have  themselves  condemned  the  proposal,  as  already  stated, 
paragraph  45.  What  does  it  mean  ? It  is  most  inopportune  at 
present.  It  means  that  all  the  proportionate  small  quantity  of 
silver  that  is  in  British  India,  and  the  proportionately  large 
quantity  that  is  in  the  native  States,  must  be  forcibly  (not  by  any 
natural  economic  cause  but  by  the  despotism  of  the  State) 
deprived  of  a large  portion  of  its  present  value  by  throwing  a 
large  quantity  of  it  in  the  market,  and  buy  a large  quantity  of 
gold  at  a still  higher  proportion  of  value  by  the  large  additional 
demand  created  by  it.  All  this  loss  in  cheapening  silver,  and 
dearer  gold  to  be  sqeezed  out  of  the  poor,  wretched  famished 
ryot  of  India. 

69.  The  conversion  of  silver  into  gold  standard,  cannot  be 
carried  out  without  great  cost  (see  paragraph  45),  which  will  be 
the  highest  cruelty  and  tyranny  to  inflict  upon  the  “ bloodless 
and  miserable  and  helpless  people  of  India,  and  especially  this 
infliction  to  be  made  on  the  false  assumption  that  it  will  give 
relief  from  the  burden  of  the  remittances  for  “ Home  Charges,” 
when  it  w'ill  do  nothing  of  the  kind,  as  stated  by  Government 
itself. 

70.  The  step  is  not  at  all  necessary  for  any  economic  purpose 
except  that  it  will  be  a convenience  to  the  foreign  exploiter, 
official  and  non-official,  h.  gold  currency,  without  gold  (para- 
graph 46)  and  with  an  unrestricted  silver  currency  is  a 
delusion  rejected  by  Government  itself,  and  forcibly  impressed 
by  the  Treasury. 

71.  I do  sincerely  hope  and  trust  that  this  and  all  such 
heartlessness  towards,  and  un-British  treatment  of,  the  wretched 
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people  of  India  will  become  a thing  of  the  past,  and  a true 
British  rule  may  bring  blessing  and  prosperity  to  both  Britain 
and  India. 

72.  I beg  to  give  in  Appendix  C a statement  of  December 

II,  1892,  which  I have  submitted  to  the  Currency  Committee  in 
1892,  froTi  which  it  will  be  seen  that  I had  then  pointed  out  the 
objections  to  the  proposals.  I also  beg  to  refer  the  Committee 
to  my  evidence  before  the  same  Committee  on  December  17, 
1892.  (c,  7060,  II),  1893,  P-  106. 

73.  There  are  several  other  more  or  less  minor  questions. 
Suppose  a ryot  is  paying  Rs.io  what  will  be  taken  from  him  in 
gold  ? Will  it  be  at  the  rate  at  which  the  intrinsic  value  of  the 
silver  is  at  the  time  (at  present  iid.  may  be  6d.)  or  will  demand 
be  made  at  the  present  false  value  of  is.  4d.,  or  even  in  the 
despotic  power,  at  the  rate  of  2S.,  i.e.,  £\  of  the  Rs.io  ? 

74.  When  gold  currency  is  introduced,  what  salary  will  be 
paid  to  the  officials  at  iid.  or  6d.  of  whatever  the  market  value 
of  the  rupee  may  be,  or  at  i6d.,  or  even  24d  , of  the  despotic 
value  of  the  “ rupee,”  for  every  rupee  of  the  salary  -a  rupee  of 
180  grains  of  silver.  In  other  words,  will  it  be  £'2.^  at  6d.,  or 
about  ^46  at  iid.,  or  about  at  i6d.,  or  ^100  at  24d.  for  a 
present  salary  of  Rs.  1,000  of  a rupee  of  180  grains  ? 

75.  There  is  the  foreign  merchant  or  capitalist  of  every  kind 
always  wanting  to  save  himself  in  his  trade-risks  at  the  cost  of 
the  taxpayer,  besides  using  to  no  small  extent,  or  to  the  extent 
of  the  deposits  of  revenue  in  the  banks,  the  revenues  of  the 
taxpayers,  as  his  capital  for  his  trade,  and  besides  what  is 
brought  back  to  India,  out  of  the  “ bleeding”  of  India  as  his, 
the  foreign  capitalist’s  capital.  Is  Government  going  to  inflict 
oppression  upon  the  Indian  taxpayer  whenever  these  “ interests” 
raise  a cry  and  agitation  for  their  selfish  ends  ? Merchants  and 
all  sorts  of  foreign  capitalistic  exploiters  and  speculators  must  be 
left  to  themselves.  It  is  no  business  of  the  State  to  interfere  in 
their  behalf  at  the  cost  of  the  Indian  taxpayers;  they  know  their 
business ; they  are  able,  and  ought  to  be  left  to  take  care  of 
themselves.  They  exploit  the  country  with  the  Indians’  revenue 
and  “bleeding.”  That  is  bad  enough  in  all  conscience -the 
profits  are  theirs,  and  the  losses  must  be  also  theirs,  and  not  an 
additional  infliction  upon  the  Indian  taxpayers. 

76.  The  Government  here  dare  not  play  such  pranks  with 
the  taxpayers.  In  India  the  Government  only  thinks  of  the 
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foreign  “ interests  ” (official  and  non-official)  first,  and  of  tho 
subjects  afterwards,  if  it  ever  thinks  of  the  subjects  at  all  when 
foreign  “ interests  ” are  concerned. 

77.  Lord  Mayo  has  truly  said : “ I have  only  one  object  in 
all  I do.  I believe  we  have  not  done  our  duty  to  the  people  of 
the  land.  Millions  have  been  spent  on  the  conquering  race,, 
which  might  have  been  spent  in  enriching  and  in  elevating  the 
children  of  the  soil.  We  have  done  much,  but  we  can  do  a great 
deal  more.  It  is,  however,  impossible,  unless  we  spend  less  on 
the  ‘ interests  ’ and  more  on  the  people.” 

78.  On  another  occasion  he  said : “ We  must  take  into 
account  the  inhabitants  of  the  country — the  welfare  of  the  people 
of  India  is  our  primary  object.  If  we  are  not  here  for  their  good, 
we  ought  not  to  be  here  at  all.” — The  Hindu,  of  4th  May,  1898. 
Sir  W.  Hunter’s  “ Life  of  Mayo.” 

79.  This  is  exactly  the  whole  truth.  It  is  the  “ interests  ” 
alone  that  the  present  selfish  system  and  spirit  of  Government 
care  for  — and  though  that  is  some  profit  to  England,  it  is  most 
destructive  to  India.  If,  according  to  the  noble  words  of  Lord 
Mayo,  the  people's  true  welfare  were  made  the  object,  England 
itself  will  be  vastly  more  benefited  than  it  is  at  present,  and  India 
will  also  be  benefited  and  will  bless  the  name  of  England,  instead 
of  cursing  it  as  she  now  begins  to  do — shut  your  eyes  to  it  as 
much  as  you  like.  Do  as  Lord  Mayo  says,  and  all  difficulties 
of  trade,  taxation,  finances,  currency,  famine,  plague,  unnecessary 
wars,  and  last,  but  not  least,  of  poverty  and  disaffection  will 
vanish.  The  past  has  been  bad,  “ bleeding,  and  degrading” — 
let  the  future  be  good  yet — prospering  and  elevating.  India  then 
will  be  quite  able  to  pay  as  much  as  may  be  necessary  for  healthy 
government,  and  all  necessary  progress. 

80.  In  the  above  remarkable  and  true  words  of  Lord  Mayo, 
you  have  the  cause  of  all  India’s  woes  and  evils,  and  all 
England’s  political  dangers  of  “ the  most  serious  order,”  as  well 
as  the  proper  remedy  for  them.  Will  this  Currency  Committee 
rise  to  its  duty  and  patriotism  ? 

Yours  truly, 

DADABHAI  NAOROJI. 

Sir  William  Wedderburn, 

Chairman  of  the  British  Committee  of 
The  Indian  National  Congress, 

84,  Balace  Chambers,  Westminster,  S.W. 
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APPENDIX  A.— INDIAN  EXCHANGES. 


From  the  Times,  September  9,  1886. 

Sir, — I hope  you  will  kindly  allow  me  to  make  a few  observations 
upon  Indian  exchanges.  I shall  first  describe  the  mode  of  operation 
of  an  export  transaction  from  India.  In  order  to  trace  the  effect  of 
the  exchange  only,  I take  all  other  circumstances  to  remain  the  same 
— i.e,,  any  other  circumstances,  such  as  of  supply  and  demand,  &c., 
which  affect  prices. 

I take  an  illustration  in  its  simplest  form.  Suppose  I lay  out 
Rs.io,oooto  export  100  bales  of  cotton  to  England.  I then  calculate, 
taking  exchange  into  consideration,  what  price  in  England  will  enable 
me  to  get  back  my  Rs.io,ooo,  together  with  a fair  profit — say,  10  per 
cent. — making  altogether  Rs.i  1,000.  Suppose  I take  exchange  at  2s. 
per  rupee,  and  find  thatfid.  per  lb.  will  bring  back  to  me  in  remittance 
as  much  silver  as  would  make  up  Rs.  11,000,  I then  instruct  my  agent 
in  England  to  sell  with  a limit  of  6d.  per  lb.,  and  to  remit  the  proceeds 
in  silver,  this  being  the  simplest  form  of  the  transaction.  The  result 
of  the  transaction,  if  it  turned  out  as  intended,  will  be  that  the  cotton 
sold  at  6d.  per  lb.  will  bring  back  to  me  Rs.  11,000,  and  the  transaction 
will  be  completed. 

Now,  I take  a transaction  when  exchange  is  is.  4d.  instead  of  2S- 
per  rupee.  I lay  out  Rs.io,ooo  for  100  bales  of  cotton,  all  other  cir- 
cumstances remaining  the  same,  I calculate  that  I can  get  back  my 
Rs.10,000,  and  10  per  cent,  profit,  or  Rs.i  1,000  altogether,  if  my  cotton 
were  sold  at  4d.  per  lb.  Then  I instruct  my  agent  for  a limit  of  4d., 
which,  being  obtained,  and  silver  being  remitted  to  me  at  the  reduced 
price,  I get  back  my  Rs.i  1,000. 

The  impression  of  many  persons  seems  to  be  that,  just  as  I 
received  6d.  per  pound  when  exchange  was  2s.  per  rupee,  I get  6d. 
also  when  exchange  is  only  is.  4d.  per  rupee,  and  that,  silver  being  so 
much  lower,  I actually  get  Rs.16,500,  instead  of  only  Rs.ii,ooo.  This, 
however,  is  not  the  actual  state  of  the  case,  as  I have  explained  above. 
When  exchange  is  at  2s.  per  rupee,  and  I get  6d,  per  lb.  for  my 
cotton,  I do  not  get  6d.  per  lb.  when  exchange  is  only  is.  4d.  per 
rupee,  but  I get  only  4d.  per  lb. ; in  either  case  the  whole  operation  is 
that  I laid  out  Rs.io,ooo  and  received  back  Rs.i  1,000.  When  exchange 
is2s.  I get  6d.  of  gold;  when  exchange  is  is.  4d.  I do  not  get  6d.  of 
gold  but  4d.  of  gold,  making  my  return  of  silver,  at  the  lower  price,  of 
the  same  amount  in  either  case — viz.,  Rs.i  1,000. 

I explain  the  same  phenomenon  in  another  form,  to  show  that  such 
alone  is  the  case,  and  no  other  is  possible.  Supposing  that,  according 
to  the  impression  of  many,  my  cotton  could  be  sold  at  6d.  per  lb. 
when  exchange  is  only  is.  4d. — that  is  to  say,  that  I can  receive 
Rs.16,500  back  for  my  lay-out  of  Rs.io,ooo,  why  my  neighbour  would 
be  only  too  glad  to  undersell  me  and  be  satisfied  with  40  per  cent, 
profit  in  place  of  my  50  per  cent,  profit,  and  another  will  be  but  too 
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happy  and  satisfied  with  20  per  cent.,  and  so  on  till,  with  the  usual 

conipetition,  the  price  will  come  down  to  the  natural  and  usual  level  of 
profits. 

4-  merchant  in  his  senses  ever  dreams  that  he  would 

get  the  same  price  of  6d.  per  lb.  irrespective  of  the  exchange  being 
either  2s,  or  is.  4d.  Like  freight,  insurance,  and  other  charges,  he 
takes  into  consideration  the  rate  of  exchange,  and  settles  at  what 
price  his  cotton  should  be  sold  in  order  that  he  should  get  back  his 
la>  -out  with  the  usual  profit.  This  is  what  he  expects,  and  he  gains  « 

more  or  less  according  as  the  state  of  the  market  is  affected  by  other 
causes,  such  as  larger  supply  or  demand,  or  further  variation  in 
exchange  during  the  pendency  of  the  transaction. 

^11  other  circumstances  to  remain  the  same,  and 
the  exchange  remaining  the  same  during  the  period  of  the  completion 
f ^^^.^^^^saction,  the  effect  of  the  difference  in  the  exchange  at  any 
two  different  rates  is  that  when  exchange  is  lower  you  get  so  much  less 
gold  in  proportion,  so  that  in  the  completion  of  the  transaction  you  get 
back  in  either  case  your  cost  and  usual  profit.  In  the  cases  I have 
supposed  above,  when  exchange  is  2s.  and  price  is  6d.  per  lb.,  then 
when  exchange  is  is.  4d.  the  price  obtained  or  expected  is  4d.  per  lb., 

in  both  cases  there  is  the  return  of  Ks.  11,000  against  a cost  of 
Ks.io,ooo. 

I stop  here,  hoping  that  some  one  of  your  numerous  readers  will 
point  out  if  I have  made  any  mistake.  It  is  very  important  in  matters 
ot  such  complicated  nature  as  mercantile  transactions  that  the  first 
premises  or  fundamental  facts  be  clearly  laid  dcwn.  If  this  is  done  a ^ 

correct  conclusion  will  not  be  difficult  to  be  arrived  at.  I have,  there- 
fore, confined  myself  to  simple  facts.  If  what  I have  said  above  is 
admitted,  I shall  next  explain  the  operation  of  imports  into  India,  and 
then  consider  in  what  way  India  is  actually  affected  by  the  fall  in 
exchange  or  in  the  value  of  silver, — Yours  faithfully, 

National  Liberal  Club,  Sept.  2.  Dadabhai  Naoroji. 
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fact  that  a fall  in  the  rate  of  exchange  is  accompanied  by  a propor- 
tionate fall  in  the  gold  price  of  cotton  in  England. 

The  first  of  these  contentions  is  so  far  correct  that,  although  a 
sudden  fall  in  exchange  will,  under  ordinary  circumstances,  temporarily 
raise  the  exporter’s  profit  above  the  normal  level,  competition  will 
always  come  into  play  to  bring  it  back  to  that  level. 

The  second  of  Mr.  Dadabhai  Naoroji’s  contentions  appears,  how- 
ever, to  be  based  on  a partial  apprehension  of  the  facts.  When  Mr. 
y Dadabhai  Naoroji  talks  of  instructing  his  agent  for  a certain  limit,  he 

means,  of  course,  that  he  instructs  his  agent  not  to  sell  below  that 
limit.  His  agent,  if  he  is  a man  of  business,  sells  at  the  best  price  he 
can  get  consistently  with  his  instructions,  and  this  price  is  determined, 
not  by  the  rate  of  exchange,  but  by  the  whole  of  the  conditions  affect- 
ing the  market  at  the  moment. 

Other  things  being  equal,  the  instant  effect  of  a sudden  fall  in 
exchange  is  to  increase  the  exporter’s  margin  of  profit.  Competition, 
as  your  correspondent  points  out,  immediately  sets  in  to  reduce  profit 
to  its  normal  level.  But  in  what  way  is  it  that  competition  operates  to 
produce  this  effect  ? Surely  by  inducing  an  increase  of  supply.  Other 
things  being  equal,  it  is  in  virtue  of  such  an  increase  of  supply  alone 
that  the  price  of  the  cotton  in  London  can  be  lowered. 

Now,  increase  of  supply  in  London  implies,  as  its  correlate,  increase 
of  demand  in  India ; and  increase  of  demand  in  India  implies,  other 
things  being  equal,  increase  of  price  in  India.  In  other  words, 
equilibrium  is  attained,  not,  as  your  correspondent  would  have  it, 
^ through  a fall  of  the  selling  price  in  England  proportionate  to  the  fall 

in  exchange,  but  though  a fall  of  the  selling  price  in  England  less  than 
proportional  to  the  fall  in  exchange,  combined  with  a rise  of  the  buying 
price  in  India  less  than  inversely  proportional  to  the  fall  in  exchange. — 
I am,  sir,  your  obedient  servant,  James  W Furrell. 

Streatham  Common. 


From  the  Times,  September  13,  18S6. 

Sir,  Mr.  Dadabhai  Naoroji,  in  his  letter  to  you  on  this  subject, 
seems  to  enunciate  the  proposition  that  because  he  gets  6d.  per  lb.  for 
cotton  when  exchange  is  2s.  per  rupee,  therefore  he  will  get  4d.  per  lb. 
when  exchange  is  is.  qd.  But  it  is  not  so.  As  a matter  of  fact,  when 
exchange  was  2s.  per  rupee  the  price  of  cotton  was  about  3d.  per  lb. , and 
now  with  exchange  at  is.  3d.  it  is  about  qd.  per  lb.  The  subject  is  not 
elucidated  by  imaginary  data.—Yowvs  respectfully,  R.  L. 

London,  September  9. 


From  the  Times,  September  13,  1886. 

Sir,— Allow  me  to  point  out  that  the  account  given  by  Mr.  Dadabhai 
Naoroji,  in  the  letter  published  in  your  columns  of  the  gth  inst.,  of  the 
effect  on  commercial  transactions  between  India  and  England  of  a 
fall  in  the  exchange  value  of  the  rupee  is  scarcely  an  adequate  one. 

Mr.  Dadabhai  Naoroji’s  contention  is  twofold — first,  that  the  com- 
mercial profit  on  an  article  of  merchandise  such  as  cotton  is  indepen- 
pendent  of  the  rate  of  exchange,  and,  secondly,  that  this  is  due  to  the 
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From  the  Times,  September  16,  1886. 

Sir, — In  reply  to  “ R.  L.’s  ” letter  in  the  Times  of  yesterda}%  I may 
first  explain  that  I made  no  reference  to  actual  prices  in  the  market,  as 
such  prices  are  the  resultant  of  many  influences— supply,  demand, 
bulling  and  bearing  speculations,  present  stocks  and  future  prospects 
of  supply,  every  day’s  telegraphic  news  from  all  parts  of  the  world, 
political  complications.  Bank  rate  of  interest,  and  various  other  small 
and  temporary  influences.  I therefore  explain  again  that  what  I am 
considering  at  present  is  the  effect  of  only  the  fall  and  rise  in  exchange, 
leaving  all  other  circumstances  that  affect  prices  as  uninfluenced  or 
unaltered. 

“ R.  L.”  says: — “ As  a matter  of  fact,  when  exchange  was  2s.  per 
rupee,  the  price  of  cotton  was  about  3d.  per  lb.,  and  now,  with  the 
exchange  at  is.  3d.,  it  is  about  4d.  per  lb.”  I do  not  find  this  to  be  a 
fact.  Even  were  it  fact  it  would  not  matter  at  all,  as  all  other  circum- 
stances of  supply,  demand,  &c.,  have  to  be  taken  into  account  there- 
with. But  what  “ R.  L.”  states  does  not  appear  to  be  a fact.  I shall 
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1 confine  myself  to  cotton,  though  I could  give  similar  decline  in  other 

principal  commodities. 

Exchange  began  to  decline  about  the  time  when  Germany  de- 
monetised Its  silver,  about  1873.  The  statistical  abstract  of  the  United 

Kingdom,  33rd  number,  gives  the  “average  price  ” of  raw  cotton  as 
! lollows : — 


— 

1873- 

1874. 

1 1875. 

1876. 

1 1877. 

1878. 

1879. 

Per  cwt.  £ 

4'Oi 

3-62 

3’47 

' 3‘02 

1 293 

2'8o 

276  , 

1 

1 

1 

' 1880. 

1881 

1882. 

1883. 

1 

1884. 

1885. 1 

1 

Per  cwt.  £ 

1 2-94 

1 2*92  ■ 

2-93 

2*91 

2-85 

2-86 

— — . 

This  shows  a fall  of  nearly  30  per  cent. 

Now  Mr.  Furrell’s  letter.  He  is  right  in  supposing  that  the 
shipper  s instructions  mean  not  to  sell  below  the  limit.  I have  been  a 
merchant  and  an  agent  in  the  City  for  some  25  years,  and,  knowing 
lull  wel  what  my  shipper  meant,  I sold  at  the  best  price  I could  get. 
He  is  also  right  in  saying  that  the  price  is  determined  by  the  whole  of 
the  conditions  affecting  the  market  at  the  moment,  and  that  is  just  the 
reason  why,  as  I have  said  above,  I did  not  refer  to  actual  prices.  So 

but  Mr.  Furrell’s  fallacy  begins  in  this  sentence : — 
Other  things  being  equal,  the  instant  effect  of  a sudden  fall  in 
•exchange  is  to  increase  the  exporter’s  margin  of  profit.”  Here  he  first 
forgets  the  “ whole  of  the  conditions  ” to  which  he  referred  in  the 
previous  paragraph,  as  determining  the  price  at  any  moment,  and  next 
he  forgets  that  the  increase  of  the  margin  takes  place  in  the  case  of 
those  exporters  only  who  have  already  entered  into  their  transactions, 
and  those  transactions  at  the  moment  are  uncompleted,  so  far 
u of  the  proceeds  are  concerned.  But  those  exporters 

who  have  yet  to  begin  their  transactions  have  no  such  increase  in  their 
margin  of  profit,  as  they  have  not  }'et  had  any  transaction  or  margin 
of  profit,  pending  or  existing.  I took  the  simplest  instance  of  an 
exporter  entering  into  a transaction  at  a particular  rate  of  exchange, 
and  described  the  process  of  the  operation  of  that  transaction  from 
Its  initiation,  as  far  as  exchange  alone  was  concerned,  independent 
of  the  whole  of  the  conditions.”  And  then  I further  explained  that 
any  fluctuation  in  exchange  during  the  pendency  of  the  transaction 
was  the  exporter’s  further  chance  of  profit  or  loss.  But  I may  go 
lurther,  and  now  explain  that  even  in  the  case  of  transactions  already 
entered  into,  the  fluctuations  in  exchange  do  not  affect  the  exporter  in 
the  bulk  of  the  trade.  The  bulk  of  the  shipments  from  India  are 
drawn  against,  and  as  soon  as  this  is  done,  the  exporter  has  no  further 
interest  at  all  in  any  subsequent  fluctuations  in  exchange,  beyond  his 
little  margin  above  the  amount  of  his  bill,  and  thus  it  will  be  seen  that 
in  most  cases  there  is  no  instant  effect  to  increaee  the  exporter’s 

Yours  faithfully,  Dadabhai  Naoroji. 

National  Liberal  Club,  September  14. 


From  the  Times,  September  20,  1886. 

Sir,— Mr.  Dadabhai  Naoroji,  in  his  letter  in  the  Times  of  this 
morning,  while  finding  in  my  previous  communication  a “ fallacy  ” 
which  has  no  place  in  it,  leaves  altogether  untouched  the  point  really 
•at  issue  between  us.  ^ 
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After  stating  that  the  price  of  an  article  of  Indian  export  depends,, 
not  on  the  rate  of  exchange  only,  but  on  the  whole  of  the  conditions 
affecting  the  market  at  the  moment,  I proceeded  to  treat  the  question 
on  the  basis  taken  up  by  your  correspondent,  and  to  consider  the 
effect  of  the  rate  of  exchange  apart  from  all  other  conditions. 

Other  things  bang  equal,"  I remarked,  “the  instant  effect  of  a 
sudden  fall  in  exchange  is  to  increase  the  exporter’s  margin  of  profit.’^ 

Mr.  Dadabhai  Naoroji  quotes  this  sentence  correctly  enough,  but  in 
criticising  it  he  entirely  ignores  the  force  of  the  words  that  I have 
italicised.  He  says  I first  forget  the  “whole  of  the  conditions” 
referred  to  in  the  previous  paragraph,  the  fact  being  that  by  the 
words  “ other  things  being  equal,”  I expressly  exclude  these 
conditions. 

I next,  your  correspondent  adds,  forget  that  the  increased  margin 
of  profit  affects  only  transactions  begun  but  not  completed,  while 
leaving  unaffected  the  transactions  not  yet  begun.  How  the  “ instant  ” 
effect  of  a sudden  fall  in  exchange  could  apply  to  transactions  not 
begun  is  not  very  obvious. 

There  was  the  less  room  for  misunderstanding  that  I went  on  to 
say  that,  under  ordinary  circumstances,  competition  at  once  came  into 
play  to  reduce  profit  to  its  normal  level. 

The  fact  is  Mr.  Dadabhai  Naoroji  and  myself  are  in  agreement 
except  on  one  point,  to  which  he  makes  no  reference  in  the  letter 
under  reply. 

He  contends  that  competition  operates  by  reducing  prices  in 
England  proportionally  to  the  fall  in  exchange.  I contend  that  com- 
petition operates  by  concurrently  reducing  prices  in  England,  and 
raising  them  in  India. — I am,  Sir,  your  obedient  servant, 

James  W.  Furrell. 

Streatham  Common,  September  15. 


From  the  Times,  September  27,  1886. 

Sir, — Mr.  Furrell’s  letter,  published  in  the  Times  of  to-day,., 
concludes: — “The  fact  is  Mr.  Dadabhai  Naoroji  and  myself  are  in 
agreement  except  on  one  point,  to  which  he  makes  no  reference  in  the 
letter  under  reply.  He  contends  that  competition  operates  by  reducing 
prices  in  England  proportionally  to  the  fall  in  exchange.  I contend 
A that  competition  operates  by  concurrently  reducing  prices  in  England 

and  raising  them  in  India.” 

Now  what  Mr.  Furrell  says  in  his  first  letter  is  this  “ Competition, 
as  your  correspondent  points  out,  immediately  sets  in  to  reduce  profit 
to  its  normal  level.  But  in  what  way  is  it  that  competition  operates 
to  produce  this  effect  ? ” And  then  he  answers  himself  by  begging  the 
whole  question  : — “ Surely  by  inducing  an  increase  ,of  supply.”  And 
he  goes  on,  “Other  things  being  equal”  (though  he  does  not  allow 
among  the  “ other  things  ” supply  to  remain  equal),  “ it  is  in  virtue  of 
such  an  increase  of  supply  alone  that  the  price  of  the  cotton  in 
London  can  be  lowered.” 

Now,  as  an  independent  fact,  an  increase  of  supply  may,  no  doubt,, 
lower  prices.  But  it  is  not  in  virtue  of  an  increase  of  supply  alone  that 
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prices  can  be  lowered  in  London.  What  I am  pointing  out  is,  how 

‘direct  result  of  lower 

hAintr^f^  • igher  value  of  gold  only,  without  any  increase  of  supply 

TnH^f  ^^'Tv.  and  any  rise  in  price  being  caused  in 

f ® simply  IS  that,  because  gold  is  of  higher  value,  cotton 
s sold  at  as  much  less  gold  as  would  suffice  to  bring  back  to  the 
fhA  his  actual  outlay  and  profit.  Or,  putting  it  in  another  way, 
the  manufacturer  of  England  may  send  his  order  direct  to  India  to  buy 

there,  and  pay  his  gold  for  it  at  the  rate  of  exchange, 

Tnrii  K • ^ ounce  of  additional  supply  or  any  increase  in  price  in 

India  being  necessitated. 

™®^">then,  is  simply  this.  To  treat  the  subject  in  its 
simplest  form,  I take  every  other  circumstance— t.e.,  supply,  demand, 

the  same,  and  consider  the  effect  of  exchange  only, 

simple  causc— viz.,  the  lower  exchange 
only  if  price  be  6d.  when  exchange  is  2S.,  the  price  will  be  ad.  when 
xchange  IS  IS.  4d.,  irrespective  of  or  without  causing  any  increase 
whatever  in  the  supply  or  in  the  price  in  India.— Yours  faithfully. 

National  Liberal  Club.  September  ao. 


From  the  Daily  News,  September  24,  1886. 

• * now  state  the  mode  of  operation  of  an  import  transaction 

into  India.  Taking  all  other  circumstances  to  remain  the  same, 
suppose  lam  willing  to  lay  out  Rs.  10,000  for  importing,  say,  50  bales 
shirtings— supposing  that  2s.  per  rupee  being  the  exchange— I 
hnd  that  I shall  have  to  pay  6s.  per  piece  in  order  that,  at  the  market 
price  in  India  I should  be  able  to  realise  Rs.  11,000  on  the  sale.  Now, 
when  exchange  goes  down  to  is.  4d.,  I see  that,  unless  I am  able  to 
buy  in  England  at  4s.  a piece  (instead  of  6s.),  either  I cannot  send  the 
indent  from  India,  or  the  market  price  must  rise  in  India  as  much  as  I 
may  have  to  pay  more  than  4s.  in  England.  Under  the  ordinary 
operation  of  economic  laws,  it  is  not  necessary  that  I should  be  obliged 
o pay  more  than  4s.  per  piece  in  England.  Gold  having  appreciated 
here— in  other  words,  prices  of  all  commodities  having  proportionately 

production  to  the  manufacturer  will  be  so  much  less 
gold.  yV  hat  cost  him  6s.  in  gold  before  now  co.sts  him  only  4s.  in  gold 
and  he  is  able  to  sell  to  me  at  4s.  for  what  he  formerly  charged  6s.,’ 
the  value  of  4s.  now  being  equal  to  that  of  the  6s.  before,  and  I am  able 
to  sell  at  the  same  number  of  rupees  now  in  India  as  I did  before 
when  exchanp  was  2s.  per  rupee,  and  the  price  of  the  shirting  was  6s. 
per  piece.  Suppose  in  England  the  produce  of  a farm  is  worth  /loo, 
and  that  the  landlord,  the  tenant,  or  farmer,  and  the  labourers  divided 
It  equally  or  each.  Now,  suppose  gold  having  risen,  the  same 
produce  IS  worth  only  The  share  of  each  should  then  be  /‘25, 

which,  at  Its  higher  value  or  purchasing  power,  is  equal  to  the  former 
£33- 3-  Dut  the  landlord  thinks  he  must  still  have  his  £\^-\,  and  the 
wage-earners  ask  for  the  same  quantity  of  gold  as  before,  and  a 
struggle  arises.  But  whatever  the  struggle  between  them  (into  the 
merits  of  which  I need  not  enter  herel  the  produce  fetches  £t^  only 


27 


(equal  in  value  to  the  former  ;Cioo).  The  manufacturer  thus  gets  his; 
raw  produce,  whether  home  or  foreign,  at  the  depreciated  price.  The 
manufacturer  also  has  his  difficulty  with  the  item  of  wages,  which,  if 
not  proportionately  reduced  according  to  the  rise  in  gold,  prevents  the 
cost  of  the  manufactured  article  being  fully  reduced.  But  the  market 
price  of  the  article  falls  in  accordance  with  the  appreciation  of  gold, 
and  the  indentor  from  India  gets  what  he  wants  at  such  reduced  gold 
price.  Articles  produced  in  limited  quantities  or  of  reputed  makers, 
or  of  some  specialities,  may  and  do  command  their  own  prices,  and 
Indian  importers  may  be,  or  are,  obliged  to  pay  some  higher  price  for 
the  same,  but  for  the  great  bulk  of  the  articles  of  trade  the  Indian 
importer  has  not  to  pay  generally  much  more  than  he  did  before, 
except  so  far  as  any  fluctuations  in  exchange  during  the  course  of  the 
transaction  may  necessitate  any  higher  or  lower  payment.  All  other 
circumstances  remaining  the  same,  the  indentor  from  India  pays  more 
or  less  gold  according  to  the  state  of  the  exchange,  paying  less  gold 
when  gold  is  high  or  exchange  and  silver  low,  or  paying  more  gold 
when  gold  is  low  and  exchange  or  silver  high  ; the  result  being  that 
the  importer  pay  the  same  amount  of  silver  whether  exchange  is  low 
or  high.  He  lays  out  his  Rs.  10,000  and  gets  the  goods  in  England  at 
such  varying  prices  in  gold,  according  to  exchange,  as  enable  him  to 
get  Rs.  11,000  on  sale  in  India. 

To  sum  up,  for  the  bulk  of  the  trade,  other  circumstances  remaining 
the  same,  India  does  not  get  for  her  exports  more  silver  for  her 
produce,  but  less  gold  at  lower  exchange  ; and  she  does  not  pay  for 
her  imports  more  silver,  but  less  gold  at  lower  exchange.  In  actual 
operation  the  result  of  course  is  not  quite  so  rigid.  Various  influences 
affect  the  course  of  the  market.  Vffiat  I mean  is,  that  taking  the 
simple  element  of  appreciation  of  gold  and  fall  in  silver  or  exchange 
the  course  of  trade  is  not  much  affected  in  prices  in  India.  Were 
India  concerned  merely  in  the  fall  in  exchange  and  nothing  else,  that 
would  not  have  mattered  much  to  her,  beyond  making  the  owners  of 
gold  so  much  richer  in  proportion  to  the  fall  in  silver,  as  compared 
with  gold,  and  introducing  an  additional  element  of  the  chances  of 
profit  or  loss,  in  the  fluctuations  in  the  rate  of  exchange  during  the 
pendency  of  the  transactions.  But  even  in  that  case,  the  exporting 
merchant  protects  himself  from  this  risk  by  selling  his  bills  against  his 
produce  to  the  Indian  Banks,  whereby  the  rate  of  exchange  for  his 
transaction  is  fixed.  The  proceeds  ot  his  produce  have  to  pay  a 
certain  sterling  amount  to  the  bank  here.  As  far  as  the  banks  are 
concerned,  they  are  dealers  in  money.  For  every  bill  that  they  buy  in 
India  in  order  to  receive  money  in  this  country  they  sell  also  in  India 
a bill  to  pay  in  this  countr}-.  The  two  operations  are  entered  into  at 
same  time  at  different  rates  of  exchange,  and  the  difference  of  the  rate 
IS  their  profit  of  the  day,  all  selling  and  buying  transactions  covering 
each  other.  Those  exporters  who  do  not  draw  against  their  produce 
or  shipment,  and  wait  for  returns  from  England,  undertake  the  addi- 
tional chance  of  loss  or  gain  of  the  fluctuation  of  exchange,  just  as  they 
take  the  chance  of  loss  or  gain  from  fluctuations  in  price  from  other- 
causes.  The  importer  of  goods  into  India  is  not  so  well  able  to  pro- 
tect himself  against  the  fluctuations  of  exchange  when  he  cannot  buy 
ready-made  goods,  and  must  wait  for  some  time  for  the  execution  of 

manufacturer.  But  by  telegraphic  communications 
and  by  selling  bills  forward  here  much  protection  is  secured.  Upon 
the  whole,  as  I have  said  above,  fall  in  exchange  would  not  matter 
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much  to  India  if  her  trade  alone  were  concerned.  She  can  control  her 

safer.  Ld  # ""T  direction  in  which  India  rLlly 

suffers,  and  suffers  disastrously,  from  the  fall  in  exchange  or  silver  is  a 

yotr^LiSly  ^ “P™  that  subject  in  my  „e,t.- 
National  Liberal  Club.  Dadabhai  Naoeoji. 


From  the  Daily  News,  Septemher  28,  1886. 

Sir,— I would  give  a few  details  of  the  transactions  of  trade  between 

fluctuations  in  exchange  a 
n?  t illustration  of  my  first  letter,  of  Rs.  10,000 

laid  out  for  100  bales  of  cotton,  I first  take  the  case  in  which  tfe 

exporter  does  not  draw  against  his  shipment,  but  waits  for  remittance 
of  proceeds  of  sale  from  England.  Suppose  he  has  based  his  transac- 
tion  on  an  ^change  of  is.  4d.  per  rupee  to  sell  at  ad.  per  lb.  to 

fa^lls  fn  TbW  11  cotton  is  sold  exchange 

falls  to  IS.  2d.  This  fall  in  exchange  (all  other  things  remaining  tfe 

same  lowers  the  price  to  3W.  per  lb.,  and  suppose  the  cotton  is  so 

sold.  To  the  exporter  t^his  fall  will  make  no  difference,  as  though  his 

cotton  sold  at  ^d.  less,  he  gets  the  difference  made  up  by  the  lower 

exchanp  of2d.,and  thus  gets  the  same  amount  of  silver  as  he  had 

calculated  on.  The  same  will  be  the  result  if  exchange  rose  and  orice 

rose  with  it.  Though  he  will  get  more  gold  from  the  rise  in  price,  he 

uall  get  as  niuch  less  silver  owing  to  the  rise  in  exchange,  the  result 

being  the  original  amount  of  silv^er.  Suppose  again  that  exchange  falls 

or  ncc.  after  the  cottou  is  sold,  but  befor^  the  procSs  arfcomeS 

nto  silver,  by  the  purchase  of  silver  or  bill  of  exchange.  In  that  case 

if  the  exchange  falls,  it  is  so  much  profit  to  the  exporter,  as  he  will  get 

more  silver  for  the  gold  already  secured  by  the  sale  when  exchange  was 

I if  exchange  rises  he  loses,  as  he  gets  so  much  less  silver  at 

the  higher  exchange.  Next  I take  the  transaction  in  which  the  exporter 

fh.  r"  T/f  f sets  his  silver  back  at  once^fron^ 
the  Bank  that  buys  his  draft  at  the  exchange  he  has  calculated  on  anH 

undertakes  that  the  Bank  shall  have  a fixed  amount  of  gold  paid  to  it 
in  England  out  of  the  proceeds  of  the  sale.  In  other  words,  the 
exporter  -onverts  his  outlay  from  silver  into  gold-i.r.,  instead  of 

paid  to  Se  Batta  E„gla"„r  “ “ 5°“  ‘o  be 

Now,  suppose  exchange  falls  before  the  cotton  is  sold.  With  the 
fall  in  exchange  here  is  a corre.sponding  fall  in  price,  and  the  exporter 
realises  so  much  less  gold.  But  as  he  has  already  engaged  to  nav  a 
fixed  amount  of  gold  to  the  Bank  on  the  basis  of  I hifhfr  eLhange 

than  the  amount  S 

the  draft.  A fall  in  exchange  m such  a case  is  a loss  and  not  a profit 

fa  that  case,  it  is  the  rise  in  exchange  before  produce 
is  sold  that  IS  profitable  to  the  exporter.  Next,  suppose  that  eLhange 
rises  or  falls  after  the  cotton  is  sold,  that  would  not  matter  to  the 
if  ’ because  he  has  not  to  receive  any  remittance,  but  he 
gold  of  the  proceeds  IS  to  be  given  away  to  the  Bank,  excepting  only 

ft' f proceeds  may  leave  after  the  payment 

to  the  Bank.  It  will  be  seen  from  the  above  that  in  the  two  different 


0 


f 


kinds  of  operations— viz.,  clear  shipments  and  draft  shipments,  the 
results  from  the  fluctuations  of  exchange  are  entirely  the  reverse  of 
each  other.  In  the  second  case,  in  which  the  shipment  is  drawn 
against,  and  which  forms  the  bulk  of  the  actual  export  transactions,  a 
u before  the  goods  are  sold  is  a loss,  and  not  profit  to 

the  shipper.  In  considering,  therefore,  the  result  ot  the  fall’  in 
exchange,  it  is  necessary  to  bear  in  mind  whether  the  particular  trans- 
action is  a free  shipment  or  a draft  shipment,  for  in  each  case  the 

as  the  bulk  of  the  export  trade  of  India 
is  of  draft  shipments,  the  result  of  a fall  in  exchange  is  a risk  of  loss 
and  not  a chance  of  profit.  ^ The  shipper  who  draws  against  his  ship- 
ment  does  not  desire  a fall  in  exchange,  but  a rise,  before  his  goods  are 

j \ 1 By  raising  the  price,  will  give  him  so  much  more 

gold  to  leave  a balance  in  his  favour  after  paying  the  Bank  the  amount 
of  gold  already  contracted  for  and  fixed  by  the  draft.  The  surplus 
pld  will  go  back  to  him  as  so  much  more  profit  than  he  had  calcu- 
lated  upon.  The  general  idea,  that  a fall  in  exchange  is  somehow  or 
other  always  a gain  to  the  exporter  of  produce  from  India,  is  not 
correct.  As  shown  above,  in  the  case  of  shipments  against  which  bills 
are  drawn  (and  which  is  the  case  with  most  of  the  export  business),  a 
fall  in  exchange  before  the  cotton  is  sold  is  actually  adverse  and  a 
loss  to  the  exporter.  Once  exchange  becomes  settled,  subject  only  to 
the  usual  small  trade  fluctuations,  it  is  no  matter  at  all  whether  a 
rupee  is  2S.  or  is.  The  price  of  produce  will  adapt  itself  to  the  rela- 
tions of  gold  and  silver,  and  the  exporter  will  get  back  only  his  outlay 
and  usual  profit,  whatever  the  exchange  may  be. 

In  the  case  of  imports  into  India,  in  a certain  way  the  importer  is- 
able  to  be  free  from  any  risk  of  the  fall  in  exchange.  He  telegraphs 
his  order  to  his  agent  here  to  buy  at  a certain  price  at  a certain 
e.xchange.  The  agent  manages,  if  the  market  allows  it,  to  buy  at  the 
limit,  and  sell  a bill  at  the  same  time  at  the  required  exchange.  If 
the  goods  are  ready  made,  the  agent  sells  his  bill  at  once.  If  there  is 
delay  in  the  manufacturing  of  the  goods,  he  sells  the  bill  forward,  so 
that  when  the  goods  are  ready  the  Bank  engages  to  buy  the  bill  at  the 
stipulated  rate  of  exchange,  no  matter  whether  the  rate  of  the  day  is 
the  same  or  more  or  less.  As  in  the  case  of  the  exporter,  it  is  also  the 
same  with  the  importer,  that  when  exchange  is  normally  settled  it 
does  not  matter  to  him  whether  it  is  2s.  or  is.  per  rupee.  The  price 
and  the  trade  adjust  themselves,  and  settle  down  into  a normal  con- 
dition, according  to  the  relation  between  gold  and  silver.  As  a further 
elucidation  of  the  fact  that  fall  in  exchange  brings  down  proportionally 

fiA  * produce  exported  from  India,  I may  mention 

that  if  the  holders  of  cotton  in  England  did  not  sell  their  cotton  in 
accordance  with  the  relation  between  gold  and  silver,  or  in  other 
words  according  to  exchange,  the  cotton  manufacturers  can  send 
their  orders  to  Bombay  to  buy  there  at  the  silver  price,  and  then  pay 
if  S°io  according  to  the  exchange — i.e.,  remit  from  England  silver  or 
bank  bills  according  to  the  price  of  silver  or  rate  of  exchange.  The 
manufacturers  m England  know  every  day  what  the  prices  are  in 
India;  and  can,  and  often  do,  buy  there  by  telegram  as  readily  as 
in  Liverpool  or  London.  As  this  letter  has  already  become  long 
enough  I postpone  the  consideration  of  the  actual  and  permanent 
injury  to  Ind^ia  caused  by  the  fall  from  2S.  per  rupee  to  my  next  letter. 
-Yours  faithfully,  Dadabhai  Naokoji. 

National  Libera'  Club,  September  24. 
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APPENDIX  B. 


1.  Government  of  India  to  Secretary  of  State  : — 

November  9,  1878. 

“ 12.  . . . And  bearing  in  mind  the  necessary  fixity  of  much  of  ^ 

the  existing  taxation,  the  difficulty  of  finding  new  sources  of  revenue, 
and  the  dissatisfaction  caused  by  all  increases  of  taxation,  even  by 
those  for  which  there  is  the  most  urgent  necessity,  it  is  indisputable 
that  the  political  inconvenience  of  this  gradually  increasing  burden  is 
extremely  great,  aggravated  as  it  further  is  by  the  uncertainty  of  its 
amount  and  the  impossibility  of  foreseeing  its  fluctuations,  which  may 
at  any  moment  become  the  cause  of  the  most  grave  financial 
embarrassment.” — (C.  4,868,  1886,  p.  19.) 

2.  Now  is  it  not  very  strange  that  the  necessity  of  avoiding 
additional  taxation  is  met  by  laying  on  as  heavy  a taxation  as  possible 
in  the  covert  way  of  creating  a false  rupee  ? 

3.  “ 74.  To  this  might  further  be  added  that  the  political  risks  of  the 
present  time,  and  the  prospects  they  create  of  necessary  additional 
taxation,  which,  if  our  proposals  were  adopted,  might  be  avoided 
wholly  or  to  a great  extent,  or  even  be  met  by  reduction  of  taxation, 

add  force  to  the  argument  that  if  these  changes  are  to  be  made,  there  t 

would  be  special  political  advantage  in  making  them  now,” — (P.  26.) 

4.  Now  this  beats  everything.  While  by  proposing  the  device  of 
closing  the  mints,  and  giving  a false  value  to  the  rupee,  they  are 
actually  increasing  the  burden  of  taxation  to  the  extent  of  the  false 
increase  of  the  value  of  the  rupee,  the  Government,  with  an  extra- 
ordinary naivete^  say  that  their  proposals  will  “ even  be  met  by  reduction 
of  taxatim  ” ! The  Government  of  India  has  beaten  itself! 


5.  India  Office  to  Treasury,  January  26,  1886  : — 

It  is  not,  however,  upon  the  large  amount  of  the  charge  that 
Lord  Randolph  Churchill  is  desirous  of  dwelling,  so  much  as  upon  the 
extreme  difficulty  in  which  the  Government  of  India  is  placed  in 
regulating  its  finances,  and  the  dangers  that  attend  a position  in  which 
any  sudden  fall  in  the  exchange  may  require  the  increased  charge 
caused  thereby  to  be  met  by  additional  taxation.” — (C,  4,868,  1886, 
p.  4.) 

6.  “ The  imposition  of  additional  taxation  has  always  been  a 
matter  of  much  anxiety  to  the  Indian  Government,  and  the  greatest 
objection  has  always  been  evinced  to  imposing  such  taxation  in 
forms  to  which  the  people  are  unaccustomed,  or  to  frequent  changes, 
or  to  measures  which  give  rise  to  fears  of  possible  further  changes 
and  additional  taxes.” — (P.  4.)  Is  it  for  this  reason  that  this  covert 
way  was  discovered  to  impose  heavy  additional  taxation  ? 

7.  Government  of  India  to  the  Secretary  of  State  for  India, 
February  2,  1886: — 

“ Speaking  generally,  the  period  of  financial  pressure  to  which 
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we  refer  may  be  said  to  have  extended  from  1873-74  to  1880-81 
and  to  have  involved  increased  taxation,  large  reductions  in  public 

sold  debt  held  in 

itngland.  — ^C.  4,808,  1886,  p.  6.) 

8.  “ This  state  of  affairs  would  be  an  evil  of  the  greatest  magnitude 

in  any  country  in  the  world ; in  a country  such  as  India  it  is 
pregnant  with  danger.”— (P.  7.) 

And  so  the  Government  of  India  aggravate  this  state! 

9.  “ If  a stable  ratio  between  gold  and  silver  cannot  be  secured  we 

must  continue  to  add  to  the  gold  debt  of  India,  though  we  are  fullv 
aware  of  the  objections  to  borrowing  largely  in  England  in  a time  of 
p3ace,  and  view  with  apprehension  the  additional  burden  which  will 
be  imposed  on  India  when  borrowing  in  England  ceases,  and  the 
remittances  from  India  must  be  increased  in  order  to  pay  the  interest 
■charge  on  an  increased  gold  debt.” — (P.  8.)  ^ 

withVlight  heartT“  Government  goes  on  increasing  this  debt 

A words  used  by  Lord  Lytton’s  Government  in  a despatch 

dated  November  9,  1878,  might  be  applied  almost  literally  to  the  cir- 
cumstances  of  the  present  day.  ^ 

T the  present  time  when  political  events  may  throw  upon 

India  new  burdens  of  unusual  magnitude,  the  position  of  our  Govern- 
ment in  relation  to  this  question  assumes  a character  of  extreme 
gravity.  Whether,  if  such  demands  upon  us  arise,  they  would 
require  us  to  have  resort  to  increased  taxation  to  provide  additional 
resources  for  the  service  of  the  year,  or  to  loans  to  meet  sudden  or 
nnusual  charges,  or,  as  may  be  more  probable,  to  a combination  of  the 
Iwo,  the  anxiety  that  will  attend  our  financial  administration  must  be 
very  great ; and  if  the  holders  of  silver  should  under  any  combination 
ot  circumstances,  throw  any  considerable  quantity  on  the  market  as 
IS  at  all  events  possible  the  consequences  to  India  might  Jbe  financially 
disastrous.  How  a sudden  call  to  supply  by  taxation  a million  or  more 
to  provide  for  further  loss  by  exchange,  and  one  or  two  millions  for  war 
charges  could  be  met,  we  are  at  a loss  to  know  ; yet  that  such  demands 
might  arise  no  one  can  say  is  so  improbable  as  to  remove  them  from  a 
serious  claim  on  our  attention.  The  prospects  of  a loan  in  such  a case 
vvould  not  be  much  more  satisfactory.  Any  temporary  relief  obtained 
by  borrowing  in  England  would  be  more  than  compensated  by  the 
increased  burdens  created  m the  future,  and  the  necessary  tendency 
•of  things  would  be  to  go  from  bad  to  worse.”  (P.  10.)  ^ 

appears,  that  this  “extreme  gravity,”  “ the  anxiety,”  and 
ping  from  bad  to  worse  were  the  reasons  why  wars  of  Imperial 
interest  were  undptaken,  and  why  the  increasing  burdens  are  going 

on.  And  why  It  is  now  decided  that  India  and  India  alone  should 
bear  every  burden  ? 

13.  Lord  Randolph  Chpchill,  in  his  letter  to  the  Treasury  of 
January  26,  1886,  says  It  is  not,  however,  upon  the  large  amount 
of  the  charge  that  Lord  Randolph  Churchill  is  desirous  of  dwelling  so 
inuch  as  upon  the  extreme  difficulty  in  which  the  Government  of  India 
IS  placed  in  regulating  its  finances  and  the  dangers  that  attend  a position 
in  which  any  suddp  fall  in  exchange  may  require  the  increased  charge 
caused  thereby  to  be  met  by  additional  taxation.”  ^ 
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14.  These  extracts  are  sufficient  to  show  the  anxiety  of  the  Govern- 
ment for  increasing  burdens  on  the  people,  and  political  danger  to 
Government ; and  the  beauty  of  the  whole  thing  is,  that  they  have 
done  and  are  doing  the  very  things  which  they  proclaimed  loudly 
should  not  be  done,  increased  both  taxation  with  a light  heart  and 
political  danger  with  a vengeance  ! 

15.  I shall  add  what  was  said  on  the  passing  of  the  Bill  in  1893  : — 

(C.  7,098,  1893,  p.  15.) 

In  the  Legislative  Council  of  June  26,  1893,  the  Hon.  Mr.  Mackay, 
w'ho  was  perhaps  one  of  the  most  active  persons  in  bringing  about  this 
legislation,  said  : — 

“ I am  completely  in  accord  with  the  provisions  of  the  Bill  just 
introduced  by  the  Hon.  Sir  David  Barbour,  and  with  the  greatest 
deference  I venture  to  congratulate  your  Excellency  on  having 
succeeded  in  bringing  forward  a measure  which  will  have  the  effect, 
not  only  of  restoring  the  finances  of  the  country  to  a satisfactory 
condition,  but  which  will  also  impart  to  trade  and  commercial  transac- 
tions that  legitimate  amount  of  certainty  of  which  they  have  been 
deprived  for  the  past  twenty  years.  The  measure  at  the  same  time 
relieves  the  country  of  that  dread  of  additional  and  seriously  disturbing 
taxation  which  has  been  weighing  upon  it  for  some  time  past.” 

His  Excellency  the  President  said  (p.  18)  : — 

16.  “ I think,  then,  that  I may  sum  up  this  part  of  the  case  by 
saying  that  it  has  now  been  established  almost  beyond  controversy 
that  to  leave  matters  as  they  were  meant  for  the  Government  of  India 
hopeless  financial  confusion ; for  the  commerce  of  India  a constant 
and  ruinous  impediment ; for  the  taxpayers  of  India  the  prospect  of 
heavy  and  unpopular  burdens  ; for  the  consumers  of  commodities  a 
rise  in  the  prices  of  the  principal  necessaries  of  life ; and  for  the 
country,  as  a whole,  a fatal  and  stunting  arrestation  of  its  develop- 
ment (p.  20).”  . . . “ We  earnestly  hope  that  our  proposals  may  be 
fruitful  of  good,  that  the  commerce  of  India  may  be  relieved  from  an 
impediment  which  has  retarded  its  progress,  that  the  Government  of 
India  may  be  enabled  to  meet  its  obligations  without  adding  to  the 
burdens  of  the  taxpayer ; and  that  capital  will  flow  more  freely  into 
this  country  without  the  adventitious  stimulus  which  we  have  hitherto 
been  unable  to  refuse.  We  trust,  finally,  that  in  process  of  time 
sufficient  reserves  of  gold  may  be  accumulated  to  enable  us  to  render 
our  gold  standard  effective,  and  thereby  to  complete  the  great  change 
towards  which  we  are  taking  the  first  steps  to-day.  Time  only  can 
show  whether  all  these  hopes  will  be  fulfilled  or  be  disappointed.” 

17.  Vain,  unfortunate  hope  ! A Currency  Committee  is  sitting 
again.  What  was  said  by  the  Treasury  and  others  has  come  to  pass, 
and  all  the  glowing  prophecies  of  the  Indian  authorities,  based  upon 
clear  fallacies,  have  been  falsified — and  yet  persistence  in  the  same 
course ! 
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APPENDIX  C. 


> 

T 

INDIA,  July  i,  1893.  — THE  CURRENCY  QUESTION. 

Statement  Submitted  by  Mr.  Dadabhai  Naoroji  to  the 

Currency  Committee. 

The  questions  of  exchange  and  currency  in  connection  with  India 
have,  unlike  those  questions  in  other  countries,  two  different  branches, 
and  it  is  very  important  to  keep  them  distinctly  in  min^, 

(i)  Political.  (2)  Commercial. 

(i»  The  political  aspect  entails  upon  British  India  the  compulsory 
remittance  of  about  j^i6,ooo,ooo  to  this  country  every  year  (which  will 
now  be  19,000,000,  as  no  more  railway  capital  will  be  forthcoming  to 
be  used  here  instead  of  drawing  on  India).  I am  not  discussing  here 
the  righteousness  or  otherwise  of  this  state  of  affairs.  It  is  the  loss 
caused  by  the  fall  in  exchange  in  the  remittances  of  these  (now) 
;fi9,ooo,ooo  which  is  the  point  under  consideration.  Otherwise  the 
question  of  exchange  would  have  no  significance,  as  I have  shown  in 
my  letters  to  the  Times  in  September,  1886. 

The  proposal  to  introduce  a gold  currency  into  India  is  based  on 
the  argument  that  it  would  save  all  present  loss  to  the  people  of  India 
from  the  fall  in  exchange.  It  will  do  nothing  of  the  kind.  It  will 
simply  inflict  greater  loss  and  hardship  on  the  wretched  Indian  tax- 
payer. I explain. 

The  Indian  taxpayer,  at  the  time  when  exchange  was  2s.  per  rupee, 
was  sending  produce  to  England  worth  16  crores  of  rupees  to  meet  the 
payment  of  6,000,000.  Now,  taking  exchange,  say  roundly  is.  per 
rupee,  he  has  to  send  produce  worth  38  crores  of  rupees  to  meet  the 
(present)  remittance  of  9, 000, 000— or  at  a double  rate.  To  avoid 

the  confusion  of  ideas  that  prevails  through  the  present  controvers}’’, 
I would  eliminate  silver  altogether  from  the  problem  and  put  it  in 
^ another  form— that  when  one  rupee  was  equal  to  2s.  the  Indian  tax- 
payer sent,  say,  one  million  tons  of  produce  to  meet  the  19,000, 000 
of  Home  Charges— when  a rupee  is  is.  he  has  to  send  two  million 
tons  of  produce  to  meet  the  same  demand.  Whether  the  currency  be 
gold  or  silver  or  copper  or  lead  will  not  be  of  the  slightest  consequence. 
The  Indian  taxpayer  will  have  to  send  to  this  country  as  much  pro- 
duce, and  not  one  ounce  less,  as  would  purchase  ;^i9,ooo,ooo — the  only 
difference  in  the  quantity  of  produce  to  be  sent  will  depend  solely  on 
the  rise  or  fall  in  gold.  Only  there  will  be  on  the  poor  taxpayer  this 
additional  infliction — that  he  will  be  saddled  with  the  heavy  cost  of 
the  conversion  of  the  currency  in  gold  ; and  gold  becoming  so  much 
more  in  demand  will  ^till  further  rise,  and  the  taxpayer  will  have  to 
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send  so  much  more  produce  to  meet  the  additional  rise  in  the  value 
of  gold.  All  talk  of  saving  to  the  Indian  the  present  loss  by  fall  in 
exhange  is  pure  imagination. 

Again,  suppose  a ryot  is  paying  Rs.io  as  land  tax.  When  gold 
currency  is  introduced,  what  will  Government  take  from  him  in 
place  of  Rs.io?  Will  Government  demand  at  the  supposed  rate  of 
IS.  per  rupee — i,e,,  ten  shillings  only — or  will  Government  demand 
arbitrarily  in  its  despotic  power  at  the  rate  of  the  fictitious  value  of 
a rupee  as  two  shillings  and  will  take  £i,  or  any  amount  at  any  higher 
rate  above  the  intrinsic  value  of  the  rupee  ? Taking  the  gross  revenue 
comprehensively,  the  total  gross  revenue  is  Rs.  850,000,000,  what  will 
Government  take  trom  the  taxpayer  when  gold  currency  is  introduced  ? 
Will  it  take  at  the  present  supposed  rate  of  is.  per  rupee,  viz., 
;^42,5oo,ooo,  or  will  it  arbitrarily  impose  a double  revenue  at  the  rate 
of  2s,  per  rupee,  so  that  from  his  present  poor  produce  the  taxpayer 
must  sell  double  the  produce  to  meet  the  demands  of  Government.  If 
the  latter,  what  a precious  benefit  will  this  be  to  the  Indian  taxpayer 
from  the  gold  currency  ! 

When  gold  currency  is  introduced  what  salary  will  be  paid  to 
the  European  official  ? Suppose  he  has  a salary  of  Rs.  1,000  per 
month,  will  Government  give  him  at  the  rate  of  is.  per  rupee, 

/’50,  and  will  the  official  accept  ;^50  for  the  Rs.  1,000  ? Is  not  all  the 
present  strong  agitation  of  the  Anglo-Indian  a clear  reply  that  he  will 
do  nothing  of  the  kind,  but  will  continue  his  agitation  till  he  gets  ;Tioo 
or  something  near  it  for  his  Rs.  1,000 ; or  in  other  words  get  his  salary 
doubled  at  a stroke,  at  the  expense  of  the  starving  ryot  ? And  has  not 
Government  already  shown  that  it  will  yield  to  such  agitation,  and  will 
be  readily  “ liberal  ” to  European  demands  at  the  sacrific  of  the  Indians  ? 
It  has  already  yielded  to  the  demands  of  the  uncovenanted  Europeans 
and  has  given  them  a fixed  exchange  of  is.  gd.  per  rupee  for  their 
furlough,  no  matter  whether  exchange  is  is.  or  even  less,  say  6d.  Now 
the  whole  European  service  is  agitating  to  get  them  is.  gd.  or  some  other 
high  fixed  exchange,  even  to  the  extent  of  half  their  salary.  Do  these 
Anglo-Indians  really  want  to  exact  from  the  starving  ryot  such  high 
exchange  when  the  rupee  is  worth  perhaps  a shilling  or  even  sixpence  ? 
Who  will  pay  this  difference  ? Of  course  an  arbitrary  Government 
may  oppress  a people  as  much  as  they  like,  but  will  the  British  people 
and  Parliament  allow  such  a thing  ? 

On  the  top  of  all  this  comes  the  merchant  with  his  agitation  for  the 
gold  currency,  that  he  may  be  saved,  at  the  sacrifice  of  the  ryot,  from 
his  risks  of  trade.  The  profits  of  trade  are  for  his  pocket,  but  risks  of 
a commercial  disturbance  must  be  met  by  the  r\^ot ! The  poverty- 
stricken  ryot  must  protect  the  well-to-do-trader  ! God  save  India  ! 

I do  not  need  to  trouble  the  Committee  with  any  further  remarks 
as  to  the  effect  of  the  introduction  of  a gold  currency  on  the  condition 
of  the  people,  who,  occording  to  Lord  Lawrence’s  testimony,  are 
living  on  scanty  subsistence,  and  who,  according  to  Lord  Cromer,  are 
already  “extremely  poor.”  Our  friends  the  Anglo-Indians  have  to 
bear  in  mind  that  they  are  taking  already  from  the  mouths  of  the  poor 
Indian  about  Rs.  150,000,000  or  more  every  year  as  salaries,  allowances, 
pensions,  &c.,  to  the  so-much  deprivation  of  the  provision  of  the 
children  of  the  soil.  Will  they  never  understand  or  consider  this,  and 
what  evil  that  means  to  India  ? 

A word  about  the  proposal  to  stop  free  coinage  of  silver.  Now  we 


know  that  a trade,  internal  or  external,  especially  internal,  requires 
abundant  currency  in  a country  like  India;  the  curtailment  of  the 
coinage  of  the  rupee  will  dislocate  and  cripple  the  free  action  ot  the 
trade  of  the  country,  especially  internally,  and  will  inflict  serious  injury 
and  create  some  new  complications.  Secondly,  the  rupee,  being 
thus  artificially  raised  to  a fictitious  value  by  being  made  scarce,  will 
depress  the  price  of  produce,  and  the  ryot  will  be  obliged  to  part  with 
more  of  his  poor  produce  to  meet  the  demands  of  Government.  Will 
this  be  a benefit  to  him  ? Further,  by  this  restriction  on  coinage  the 
wretched  Indian  taxpayer  will  not  be  relieved  of  a single  ounce  of 
produce  in  his  forced  remittances  for  the  Home  charges  of  ig,ooo,ooo 
—in  gold.  Whatever  the  exchangeable  value  of  gold  is  in  relation  to 
produce  will  have  to  be  paid  by  the  poor  ryot,  be  the  forced  artificial 
exchange  or  the  fictitious  value  of  rupee  what  it  may.  By  restricting 
the  coinage  of  silver — the  price  of  silver  in  relation  to  produce  being 
artificially  enhanced — the  taxpayer  will  have  to  pay  the  salary  of  all 
the  European  and  other  officials  in  such  higher  priced  rupee,  with  so 
much  more  produce  to  part  with ! which,  in  short,  will  in  effect  be  a 
far  heavier  burden,  by  increasing  the  whole  salary  of  the  officials  of  all 
the  services,  both  Indians  and  Europeans,  at  so  much  the  greater 
sacrifice  of  the  wretched  ryot. 

The  agitation  for  stopping  coinage  of  silver  or  introducing  gold 
currency,  far  from  relieving  the  Indian  taxpayer  from  the  present  loss 
by  fall  in  exchange,  which  in  all  conscience  is  vefy  heavy  indeed,  will 
actually  inflict  greater  injury  upon  the  helpless  fellows.  All  attempts 
at  artificial  tampering  with  currency  will,  besides  injuring  the  people, 
recoil  upon  the  perpetrators  of  the  mischief.  They  can  no  more  raise 
the  value  of  silver  fictitiously  than  they  can  suspend  gravitation. 

The  evil  of  the  present  loss  from  exchange  does  not  arise  from  the 
fall  in  exchange,  but  from  the  unfortunate  unnatural  political  and 
economic  condition  of  British  India.  W’ere  there  no  compulsory 
remittances  to  this  country  (any  ordinary  free  transactions  of  business 
or  loans  between  two  countries  not  mattering  beyond  the  usual  risks 
of  business),  there  would  be  no  evil  or  embarrassing  loss  to  Government 
such  as  we  are  considering.  The  excessive  European  services  are  the 
cause  of  all  such  calamity  upon  the  Indians.  Any  other  silver-using 
country — for  instance,  China — has  no  problem  like  that  which  at 
present  embarrasses  the  British  Indian  Government. 

(2).  Coming  to  the  second  branch  of  the  question,  viz.,  the  effect  of 
the  fall  in  exchange  on  international  trade  (for  it  is  in  such  trade  or 
business  only  that  exchange  is  concerned),  the  best  thing  I can  do  is  to 
give  below  the  letter  I wrote  to  the  Tmies  in  September,  1886,  and  some 
other  letters  (I  have  inserted  those  letters,  which  I need  not  repeat 
here).  Of  the  letters  to  the  Times  tha.t  paper  was  pleased  to  write 
approvingly  in  one  of  its  leaders.-  Further,  I have  made,  in  the  state- 
ment, some  remarks  as  to  the  action  of  the  United  States  in 
endeavouring  futilely  to  stop  the  silver  storm,  instead  of  allowing  it  to 
run  its  course.  This  I need  not  give  here. 

* The  January  26.  1889:-  " We  observe  with  pleasure  that  Lord 

Cross  says  nothing  on  the  bounty  alleged  to  be  enjoyed  by  the  Indian  wheat 
grower  through  the  fall  in  the  value  of  silver.  This  piece  of  nonsense  has 
been  again  and  again  exposed  in  the  letters  of  our  correspondents,  and  never 
more  clearly  and  forcibly  than  by  Mr.  Dadabhai  Naoroji.” 


The  step  which  the  Government  has  now  taken  will,  I am  afraid^ 
produce  much  mischief,  and  inflict  great  injury  on  the  taxpayer,, 
crushingly  heavy  loaded  as  he  already  is.  The  utmost  that  the 
Government  might  have  done  would  have  been,  as  I was  afraid  the}r 
were  determined  to  do,  to  give  some  fixed  exchange  to  the  officials  for 
their  remittances  to  this  country — to  as  much  as  half  the  salary.  This 
would  have  been  bad  enough,  but  the  course  the  Government  have 
adopted,  and  for  which  there  was  no  great  necessity,  will,  I fear,  prove 
far  more  injurious. 
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